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Management of Stocks 


We live today in a world of rapid 
change, and all nations, because of their 
inter-dependence one with another, are 
sensitive to pressures arising from all 
kinds of sources. Economic, techno- 
logical and social developments affect 
the order of our lives inescapably. Some- 
times the changes are suddenly compel- 
ling, sometimes gradual, but equally cer- 
tain in their influence. For example, the 
jet aircraft engine has largely replaced 
the reciprocating engine and world travel 
isnow measured in hours instead of days; 
television has ousted movies as a mass 
entertainment medium; curtain-wall build- 
ings now grace our city streets in place of 
supporting facades of concrete and 
masonry and the ballpoint pen has cap- 
tured the market once held exclusively 
by the traditional fountain pen. 


Such developments bring problems of 
varying complexity. For instance, the 
minimum stock of spare parts held for 
the maintenance of one reciprocating- 
engined aircraft requires an outlay of 
some £60,000. This fact gives some idea 
of the consequences to airline organisa- 
tions of the introduction of jet aircraft. 
All types of business face this challenge. 
Such changes—of which the aircraft in- 
dustry provides a typical example— 
emphasise the importance of efficient 
stock management. 


Here is a field in which the accountant 
can render invaluable assistance. This 
point is ably covered by R. H. Gough, 
B.Com., F.A.S.A. in the article, “Manage- 
ment of Stocks” which appears at page 
127 of this issue. 


In a survey referred to by Mr. 
Gough it was shown that stock averaged 
22.5% of the total assets of the 30 Aus- 
tralian companies studied. Stock-in-trade 
is generally the largest single item among 
the current assets of the majority of firms 
but, perhaps, of more significance is the 
cost of carrying stocks. This is often 
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higher than management realises. Surveys 
have indicated that this cost is seldom 
less than 10% per annum on the average 
investment in stock. Mr. Gough points 
out that efficient stock management can 
produce tangible results in the profit and 
loss account. The accountant has an 
important place in stocks management; 
he is vitally concerned with the financial 
factors involved and, as Mr. Gough puts 
it, he can “put a price” on the probable 
effect of stock policies. The accountant 
can and should advise management on the 
cost of carrying stocks, and on turnover 
rates, and in so doing assist management 
to make the right decisions. 


* + * 


Decimal Currency 


The question whether Australia should 
adopt decimal currency is one of vital 
concern to the accounting profession and 
it is fitting that the Australian Society of 
Accountants and The Australasian Insti- 
tute of Cost Accountants, on behalf of 
their members, should have the oppor- 
tunity of submitting their views on deci- 
mal currency to the Decimal Currency 
Committee set up by the Commonwealth 
Government. 


This important statement, which has 
received the endorsement of the Executive 
Committees of the Society and the Insti- 
tute, was prepared by a specially ap- 
pointed committee of Victorian members 
of the above bodies. It appears at page 
108 of this issue. The committee was 
assisted in its work by the co-operation 
of several firms which conducted a 
number of tests to provide comparisons 
of actual accounting procedures using 
£.s.d. and decimal equivalents. The tests 
revealed that a significant saving of 
time can be achieved by adoption of 
decimal currency. To enable members to 
make their own comparisons the figures 
used in the tests are published in this 
issue. 
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Statement on Decimal Currency 


(THE Australian Society of Accountants and 

The Australasian Institute of Cost Ac- 
countants appreciate the opportunity of sub- 
mitting their views on decimal currency to the 
Decimal Currency Committee. 

The Society and the Institute were among 
the organisations which, through the Decimal 
Currency Council, advocated the setting up 
of a public committee of enquiry into the 
decimalisation of currency. 


The Society has a present membership of 
22,000, embracing accountants employed in 
industry, commerce, the public service and in 
public practice. The Institute, with over 2,000 
members, specialises in the cost accounting 
field. 

The views which follow have been based 
upon the terms of reference, but as far as 
possible, comment has been confined to those 
areas which concern accountants as such. 


The Advantages and Disadvantages which 
would Result from Placing the Currency and 
Money of Account of Australia on a Decimal 
Basis, including an Estimate of the Annual 
Savings in Cost to the Community. 


At a meeting of the General Council of 
the Society held in April-May 1958, it was 
decided that the Society support in principle 
the adoption in Australia of a decimal system 
of currency. This decision was made only 
after careful investigation of the matter by 
a specially appointed committee, the report 
of which was published in the issue of The 
Australian Accountant, June, 1958. 


This report stated, inter alia, that “the 
superiority of the decimal system over all 
others is due to its simplicity which in turn 
is derived from the fact that the units of 
currency are counted by numbers which follow 
completely the number system based on the 
factor 10. Hence money computations of all 
kinds are simplified, whether they are made 
mentally, in writing, or by machines”. 


The decision of the General Council of 
the Institute, in November 1958, to support 
the Decimal Currency Council’s moves for 
a public enquiry, was motivated by a belief 
in the desirability of a system of decimal 
currency. 

The main benefits of a system of decimal 
currency may be briefly summarised as fol- 
lows:— 

(a) Most calculations involving money would 
ve simplified. This would give rise to 
substantial economies in time and effort, 
not only directly but also indirectly, as 
errors, and the time spent searching for 
them would decrease. 
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-—-9~~ here is the text of 
the decimal currency statement 
submitted by the Australian Society 
of Accountants and The Australasian 
Institute of Cost Accountants to the 
Decimal Currency Committee, ap- 
pointed by the Commonwealth 
Government to examine the question 
of introducing decimal currency into 
Australia. 


The statement, which has received 
the endorsement of the Executive 
Committees of the Society and the 
Institute, was prepared by a specially 
appointed committee of Victorian 
members of the Society and Institute, 
The committee comprised Messrs, 
L. H. Dillon (chairman), R. L, 
Cooper, H. N. Lord, G. Roberts, 
M. G. Roberts, T. R. Russell, V. L. 
Solomon, E. J. L. Tucker and F. T. P. 
Whiteway. Mr. K. A. Middleton was 
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(b) Many machines 


(g) Private and household financial 


These advantages, 


the 


staff secretary to the committee. 
x 


would become more 
versatile since they could be used equally 
well for handling whole numbers and 
amounts of money. In many cases, also, 
their capacities would be increased. 

Specialised machines designed to handle 
decimal numbers only, and new machines 
which have not yet been modified to 
record shillings and pence, could be 
used immediately on accounting and 
monetary applications in Australia. 


The cost of many office machines could 
be reduced, as they would not need to 
be specially modified to handle shillings 
and pence. 
International trading and banking trans- 
actions would be simplified. 
arithmetic would become 
and therefore easier for 
thus allowing 
time to other 


Elementary 
less complex 
school children to learn, 
them to devote more 
subjects. 

trans- 
actions would become easier to handle 


it is thought, establish 
superiority of a decimal system. 
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The Society and the Institute are unable 
to suggest one real disadvantage of decimal 
currency, apart from the inconvenience and 
cost of the transition. 

It is considered that, if it can be intro- 
duced, a decimal currency system will offer 
the Australian community considerable bene- 
fits. 

In deciding to support the adoption of a 
decimal system in Australia, General Councils 
of the Society and the Institute are aware 
of strong support for such a system by mem- 
bers generally. Accountants have been prom- 
inent among those advocating a change to 
decimal currency and this strengthens the 
belief that the official support for a system 
of decimal currency has the general approval 
of members of both bodies. 


Annual Savings in Cost 


Decimal currency would show savings of 
time and effort in almost every area involving 
monetary calculations and financial trans- 
actions. Such savings may result in increased 
leisure or reduced personal effort, or, as with 
education, in the devotion of more time to 
other subjects. In many organisations a direct 
increase in productivity would result. From 
a national point of view, all of these must 
be considered a gain. 


As bodies of accountants, neither the 


Society nor the Institute is competent to 
suggest the nature or extent of possible sav- 


ings outside the business field. On the other 
hand, most of the business savings would 
occur in the area in which the accountant 
is specially involved. Accountants are there- 
fore favourably placed to provide the basic 
information on which any estimate of sav- 
ings in cost to the business community would 
be made. 


At the same time, the difficulties of making 
an estimate of the over-all savings in cost 
should be recognised. While it is clear that 
savings in monetary calculations and related 
clerical operations can be made, it is diffi- 
cult to estimate, even for a single firm, the 
possible cost savings. 


Tests have shown (see Appendix) that 
significant savings in time and effort can be 
made in adding and calculating by both 
manual and mechanical methods. If anything, 
these tests had a bias in favour of the present 
system, inasmuch as the operators being tested 
were usually less familiar with decimal calcula- 
tions than with £.s.d. To offset this bias 
they were given prior practice in the use of 
decimais, but it seems certain that further 
experience in decimals would result in better 
performances. 

Apart from the more obvious avenues for 
saving, there is no doubt that some saving 
can be made in almost every clerical task in- 
volving the recording of monetary trans- 
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actions, (e.g. ledger-posting, typing of in- 
voices and other documents). There would 
also be savings in the size of stationery, move- 
ment of carriages on accounting machines, 
size of binders, storage space and possibly 
in many other ways. These savings would be 
difficult to quantify, and still more difficult 
to express as a cost saving. 

The difficulties of estimating the savings 
in cost are much greater when applied to the 
nation as a whole. There would appear to be 
two possible approaches to this problem. 


One line of approach might be to obtain 
estimates of the savings in cost in a number 
of representative firms, and to use this in- 
formation as a basis for assessing the national 
saving. Since savings would vary more or 
less in relation to clerical effort, the cost 
saving would need to be expressed in rela- 
‘tion to total clerical cost. Quite apart from 
the difficulty of determining total clerical 
cost in a particular firm, the percentage sav- 
ing could differ significantly as between 
manufacturing, retailing, financial institutions 
or a department of government. Within each 
of these categories too, there could be marked 
differences in the percentage of savings. Thus, 
from a sampling of cost savings in a number 
of firms, any attempt to assess national sav- 
ings would be rather hazardous, even if some 
assessment of the total national cost of clerical 
work could be obtained. 


The other approach would be to take 
the operations in which major savings could 
be made, (e.g. machine calculations) and to 
attempt to estimate from the best statistical 
data available, the number engaged on this 
type of work. From the estimated percentage 
time savings it might then be possible to 
estimate the total national operating time 
saved on this type of work and convert this 
into a cost saving. Estimates of other savings 
could be attempted along similar lines. 


It is realised that neither approach could 
provide anything like an accurate assessment 
of cost savings. 


* 


If a Decimal Currency is Favoured, the Unit 
of Account and Denominations of Subsidiary 
Currency which it Considers Most Appro- 
priate for Australia. 

While the support of the Society and the 
Institute for a system of decimal currency 
is generally approved there is evidence of a 
difference of opinion among members as to 
the particular system which is most appro- 
priate for Australia. 

There is evidence of strong support for 
both the pound-cent system and the ten 
shilling-cent system, but there is little indica- 
tion of support for any other system. 
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It would seem that most members who 
favour the pound-cent system would find the 
ten shilling-cent system acceptable as a fairly 
close second choice. Likewise the indications 
are that most members who favour the ten 
shilling-cent system would find the pound- 
cent system almost equally acceptable. 


There appears to be substantial agreement 
on the desirable value of the smallest coin. 
Since the value of the smallest coin is an 
important factor influencing the choice of a 
major unit, any agreement on this matter 
helps to narrow the areas of difference sur- 
rounding the choice of a major unit. 


The Choice of the Smallest Coin 


The Society and the Institute oppose the 
introduction of a smallest coin equal to .6d. 
under either of the proposed systems. The 
present half-penny no longer serves a useful 
economic purpose and should be dispensed 
with immediately the adoption of a system 
of decimal currency is approved. Its use in 
the pricing of a variety of low priced com- 
modities is little more than a sales device, 
and there is a tendency towards its discon- 
tinuance. Therefore, it would be unwise to 
perpetuate the use of such a coin. The con- 
clusions which follow are based on the assump- 
tion that a coin of .6d. will not form part 
of a decimal currency system. Rejection of 
a smallest coin equal to .6d. thus limits the 
choice to one equal to 2.4d. or 1.2d. 


A minimum coin equal to 2.4d. has sup- 
porters, although the general opinion is that 
2.4d. is, at present, too high a value for the 
smallest coin. Supporters of 2.4d. as the small- 
est coin point out that it has less real value 
than the half-penny had when it was the 
smallest coin in use 50 years ago. At that 
time apparently no great inconvenience was 
felt. If 2.4d. were adopted as the smallest 
coin any disadvantage, it is claimed, would 
be significant only in a limited range of re- 
tailed goods and services. 


In some cases adjustment in quantity can 
overcome any pricing disability. While price 
adjustment upward would be in larger steps, 
keen competition should minimise upward 
movements. On economic grounds therefore, 
some think that 2.4d. could function as the 
value of the smallest coin. Time would prob- 
ably remove any disadvantages. Public reaction, 
however, might render its adoption rather 
difficult. 


The Society and the Institute favour 1.2d. 
as the most desirable size of the smallest 
coin, while recognising that some members 
believe that it could be as high as 2.4d. 


Those who reject 2.4d. as being too large 
do so for several reasons. Some consider 
that its adoption would raise prices unduly 
in the lower price ranges; others are doubt- 
ful of its general acceptability. Some believe 
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that while 2.4d. is at present too high, con- 
tinued price rises will eventually render the 
smaller coin of 1.2d. unnecessary. 


The Choice of the Major Unit 


Few would contest the view that if circum- 
stances permitted, the best possible system 
would be one in which the pound was the 
major unit and one cent (—2.4d.) was the 
minor unit. If a smallest coin equal to 1.2d 
were recommended for adoption in Australia, 
it appears that the choice would lie between 
two courses of action:— 


To adopt the pound as the major unit, 
and have a smallest coin representing 
$ cent equal to 1.2d., or 


To adopt ten shillings as the major unit 
and have a smallest coin of 1 cent 
equal to 1.2d. 


Some think that the advantages of re- 
taining the pound outweigh the disadvantages 
of having fractional coins. Moreover, it is 
thought that 4 cents could be ignored in 
cheque writing and in most accountancy work. 
This belief strengthens support for the pound- 
cent system. 


The opposing view is that the disadvantages 
of having + cents outweigh the advantages 
of retaining the pound as a major unit, and 
points to the adoption of ten shillings as the 
desirable major unit. 


All would agree that there are many ad- 
vantages in retaining the pound as the major 
unit. From an accounting point of view, the 
advantages of continuity in the major unit 
of currency are considerable. Comparisons 
with past records would be hampered in 
the earlier years of the new unit arising out 
of the need to convert the old to the new. 
However, this would become less of a prob- 
lem as time goes on, until eventually it would 
cease to exist for all practical purposes. 


It is apparent that there are disadvantages 
in having 4+ cent coins, even though their use 
would be kept to a minimum. Some cash reg- 
isters and adding machines would need to 
provide for 4 cents. One problem is that 
of assessing the extent of the disadvantages 
of fractions, and of how long these dis- 
advantages would remain. The accounting 
difficulties in handling 4 cents would dis- 
courage their use in this field, but much 
would depend on how far retailers, in par- 
ticular, could be persuaded to avoid pricing 
in 4 cents. There is good reason to believe 
that the long-term tendency is for the value 
of money to fall and this would suggest the 
possibility of the abandonment of a +4 cent 
within a reasonably short period. 


In the final analysis, assuming the smallest 
coin to be 1.2d., choice of the major unit 
depends on an assessment of the following 
factors:— 
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(a) the disadvantages of abandoning the 
pound; 
(b) the disadvantages of having 4 cents. 


If the disadvantages of (a) are believed to 
be greater than (b) then the pound-cent sys- 
tem would be the logical choice. 


If, on the other hand (b) is believed to 
have greater disadvantages than (a) then the 
ten shilling-cent system should be chosen. 


Comparison is complicated by the fact 
that the disadvantages of abandoning the 
pound would be much greater in the years 
immediately following abandonment, but from 
an accounting point of view time would grad- 
ually lessen the disadvantages as reference to 
past records became infrequent or non-existent. 


On the other hand, if the pound is re- 
tained, the disadvantage of having fractions 
could be of relatively short duration if there 
is a long-run tendency for the value of money 
to fall. 


Thus abandoning the pound would have 
definite and important short-term disadvan- 
tages, but these disadvantages would recede 
over time. If the pound is retained, the use 
of a fractional coin would have a distinct 
disadvantage which would remain so long 
as the fractional coin is retained. It would 
be difficult to estimate the period of its re- 
tention. 


The Denomination of Subsidiary Currency 


The Society and the Institute have con- 
sidered the denominations of subsidiary coins 
appropriate to both the pound-cent and ten 
shilling-cent systems. Recommendations are 
set out below, with the denominations of 
existing coinage included for comparison. It 
should be noted that the term “Austral” 
used in the ten shilling-cent system is for 
convenience only, and does not imply recom- 
mendation of the term as the name for the 
major unit. 

Ten shillings- 
cent 

20 Australs 

10 Australs 

5 Australs 


Existing Pound-cent 
£10 £10 
£ S Ss 
(Equiv.) £2. 10. 0 
£1 £3 
50 cents 1 Austral 
10 cents 20 cents 
5 cents 10 cents 
6d. 5 cents 
— 4.8d. 2 cents 
d. 


(Equiv.) 2.4d. 1 cent (Bronze 2 cents 
or Silver) (Bronze or 

(Silver) 
1 cent 
(Bronze) 


(Equiv.) 1.2d. + cent 


(Bronze) 
Id. 


4d. 
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Under a 10s-cent system, £1 notes might 
be used in the transition stage as equivalent 
to 2 Australs, but it is felt that the use of 
a 2 Austral note is undesirable. 


Under the pound-cent system, 6d. could 
be gradually withdrawn, and would be equal 
to 24 cents. 


* 


The Method by which the Recommended 
System should be Introduced so as to 
Minimise the Cost and Inconvenience of the 
Change-over. 


Preparatory Period 


It is recognised that if it is decided to 
introduce a system of decimal currency, 
there will need to be a preparatory period 
to enable the necessary planning to be done. 


In the accounting field this planning will 
include:— the training of personnel in the 
use of decimal currency; problems of record- 
ing during the transition; changes in stationery, 
and the reprinting of catalogues, tables, price 
lists, etc; and particularly machine conversions 
which would have to be made over an ex- 
tended period. Sufficient time would have to 
be allowed for substantial conversion, but 
it would not be necessary to wait until all 
machines had been converted. Too long a 
preparatory period, however, would discourage 
early conversion, and would tend to delay the 
purchase of decimal-type machines. Apart 
from the problem of machine conversion, it 
it felt that one year would provide adequate 
time for business enterprises to plan for the 
transition. 


Appropriate Time of Year for the Actual 
Change-over 

The end of the financial year (30 June) 

suggests itself as the appropriate period of 


‘ change-over, since it is observed by most 


business organisations, and by the Common- 
wealth and State Governments. On the other 
hand, at this time accounting activity reaches 
its peak, and since a change to a decimal 
system would add considerably to account- 
ing and allied activities, its introduction at 
this time would seriously overburden those 
engaged on these tasks and increase the 
difficulties of the change-over. Moreover, the 
annual balancing and preparation of tax 
returns, etc., results in increased work last- 
ing, in many cases, for several months, while 
business activity increases as Christmas ap- 
proaches. This suggests that any time during 
the period from June to December would be 
a most inappropriate time for the change- 
over. 

On the whole, some time in the period 
February to March would appear to be most 
suitable. It is a period of diminished business 
activity and would allow time for conversion 
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of accounting and other records to be com- 
pleted before the normal annual balancing 
period. There appears to be some argument, 
also, for making the change about the middle 
of a month, to avoid the monthly balance 
peak and cheque writing at the end of the 
month. 

Therefore, it is recommended that the 
most appropriate time of year for the actual 
change-over would be near the middle of 
either February or March. 


Method of Introduction 

It is recommended that any change-over 
to a system of decimal currency be made 
as from a specified day. The decimal system 
adopted would then be the only officially 
recognised system of currency. It is suggested 
that,-as far as possible, all notes and coins 
in use before the date of change-over which 
have a counterpart under the new system 
should remain in circulation and only be 
withdrawn as new notes are printed or new 
coins of similar values are minted. Discon- 
tinued coins could be converted at banks 
within a defined period. 

In this way, there would be a clear-cut 
and immediate change in the system of cur- 
rency. Any suggestion of two official sys- 
tems of currency operating simultaneously is 
opposed. It would seriously complicate settle- 
ments and monetary exchange and add to 
the difficulties of the change-over. A clear 
change on a specified day forces all sections 
(both business and personal) to react quickly 
to the requirements of the change-over. 
Methods of handling the problems which 
would arise are dealt with below. 


If the problem of minting sufficient new 
coins in Australia or overseas before the 
change-over date is found to be insuperable, 
consideration might be given to using existing 
coins which have no counterpart under the 
new system by assigning to them a lower 
value under the decimal system. Most would 
find their way into the banks just prior to 
the change-over date, and would re-circulate 
thereafter at the new value. Banks and certain 
large holders of small coin would be com- 
pensated for loss of value. It is also sug- 
gested that new coins might be made avail- 
able to the public a few weeks before the 
date of change-over so as to minimise the 
demand for new coins at the change-over 
date. Naturally, they would not be officially 
recognised means of exchange until the change- 
over. 

Business Problems Arising from Extended 
Period of Machine Conversion 

The fact that machine conversion would be 
spread over a number of months, whereas 
the change-over to a decimal system would 
be instantaneous, poses a number of prob- 
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lems for businesses using machines. Some 
machines would be converted before, and 
some after, the change-over. The problems 
would differ according to the type of machine 
and the intensity of machine use. 


In the case of adding machines converted 
prior to change-over, users would have to 
convert to decimals or add pounds, shillings 
and pence separately. In larger offices this 
might be met by the conversion of some 
machines but not others. As far as possible 
work would be chanelled through £.s.d, 
machines until after the change-over, when 
the converted machines would be used. The 
use of £.s.d. machines after the change- 
over would present fewer problems than the 
use of decimal adding machines prior to 
change-over. The shillings and pence columns 
would not be used and the resulting lower 
capacity met by more frequent totals or the 
adding of cents and major units separately. 
This might not be possible for a certain 
type of cash register, but in this case detail 
adding could still take place in £.s.d., but 
the total of the transactions converted to 
decimal. It could be expected that a number 
of ingenious practices would be developed 
to meet any difficulties which may arise. 

Adding-calculating machines based on 
£.s.d. would also require conversion. These 
machines would thus present calculating as 
well as adding problems during the transition 
period. Calculating machines already based on 
decimals would present no difficulties. More- 
over, some use might be made of these 
machines for adding purposes after the change- 
over pending conversion of adding machines. 

Firms using accounting machines which 
have been converted before the change-over 
would have to keep their ledger accounts and 
other records produced by these machines 
in decimals. On the other hand, firms with 
machines unconverted «i the date of the 
change-over would be forced to keep at least 
some of their records in the old currency. 
Where cash registers are converted prior to 
the change-over, recording of transactions 
would have to be made in decimal currency 
and this would necessitate a dual system of 
pricing. Similarly the use of cash registers i 
£.s.d. after the change-over would again 
imply a dual system of pricing. In either situa- 
tion, conversion of totals into the system of 
currency in use at the time is considered 
essential and should be required by legisla- 
tion. It is thought that this necessity for dual 
pricing need not be a serious disadvantage, 
inasmuch as it would help to familiarise 
people with the relationship between the old 
and new currencies and in this way facilitate 
the transition. 


A further complication could arise in some 
firms if certain types of machines are com 
verted, while others remain unconverted. € 
the other hand, this might provide flexibility 
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in some cases, through the maximum use of 
the machines appropriate to the old currency 
system, and, after the change-over, maximum 
use of the machines already converted. 


The ideal situation for any firm would be 
to have all its machines converted exactly 
on the date of the change-over. It is sug- 
gested that all conversion resources should 
be directed towards assisting the banks to 
achieve this ideal. For most other businesses, 
this would not be possible, so that those with 
office machines are likely to have a con- 
version problem, either before or after the 
currency change. In some cases, as has been 
indicated, a conversion problem would exist 
both before and after the change to a decimal 
system. 


Since it would be unavoidable that many 
firms would have to keep their internal ac- 
counts on a currency basis different from the 
officially recognised one, it would be neces- 
sary to convert all documents issued to other 
firms into the official currency. Therefore, 
it is suggested that it should be mandatory 
for all firms rendering invoices, statements of 
account and other similar documents to ex- 
press the totals in the official currency. In 
this, and other general accounting aspects, 
there appear to be no insuperable difficulties. 


The Estimated Cost of Replacement or Adapta- 
tion of Accounting, Calculating, Vending and 
Similar Machines, and any other Costs Likely 
to be Experienced. 


It is assumed that the Committee will have 
available from machine houses and other 
sources, information regarding the cost of 
adapting the various types of machines in use, 
together with estimates of the number of each 
type which will require adaptation. No at- 
tempt has therefore been made by the Society 
or the Institute to estimate this cost. 


There will, of course, be other costs in- 
volved, such as new stationery and the re- 
printing of tables, catalogues and price lists. 
In many cases, as with stationery, old stocks 
could be allowed to run out before replace- 
ments are made. 


Other costs which would be difficult to 
estimate include the training of staff, and 
disabilities resulting from the use of machines 
not adapted to the official system. As we 
have shown, this problem can arise where 
machines are converted before the official 
change-over date, or remain unconverted after 
the change-over. 


_ While it seems likely that these types of 
cost would be less, as a whole, than the 
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costs of machine conversion, it would be 
practically impossible to estimate such costs. 


x * * 


Other Aspects of Conversion to a Decimal 
System which it Considers should be Brought 
to the Notice of the Commonwealth Govern- 
ment. 

Compensation 

As a general principle we believe that any 
costs of changing over to decimal currency 
which would be borne disproportionately by 
any group or organisation should be subject 
to compensation of some kind. 

In the case of business enterprises costs 
will include those of machine conversion, or 
premature replacement, as well as the other 
costs mentioned above. On the other hand, 
savings in office costs will result from the 
introduction of decimal currency. However, 
these savings are unlikely, in the first year, 
to substantially offset the extra costs caused 
by the change-over, Therefore, without some 
form of compensation, costs generally would 
tend to be higher in the year in which the 
change-over occurs, than would otherwise 
be the case. 

Compensation, if adopted, should be re- 
lated only to measurable costs such as machine 
conversion. Moreover, it would seem that it 
is only in this category of cost that the 
possibility of a disproportionate burden 
emerges. Costs of training staff, new stationery, 
etc., would be borne fairly equally by busi- 
ness generally. 

With machine conversion, however, some 
firms could be placed in a less favourable 
position than others through having a number 
of substantially new machines requiring con- 
version, whereas others would have machines 
due for replacement. Therefore some firms 
could be faced with high conversion costs 
which might have been avoided under more 
favourable circumstances. The problem then 
becomes one of determining whether the dis- 
abilities would be such as to warrant special 
compensation. 

Where machines are approaching the end 
of the normal life, so that replacement would 
be made in any case, no serious disability 
is involved. Where newer machines can be 
converted, but the owners choose to replace 
them, compensation for the whole cost of 
replacement would be hard to justify. 

If the principle of compensation is con- 
ceded, its practical applicability would appear 
to be confined to inescapable costs of machine 
conversion, or of losses arising from unavoid- 
able scrapping of machines that would other- 
wise have a useful life. 

One view is that full compensation for such 
costs or losses is desirable. Another view 
supports partial compensation by means of 
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special tax provisions allowing costs of 
machine conversion as deductions in the year 
of incurrence. The Society and the Institute 
regard partial compensation through taxation 
as a minimum requirement. 


* °F * 


Desirability of an Early Decision 


The present enquiry into decimal currency 
has already created an air of uncertainty in 
the business world. There is evidence of a 
tendency towards postponement of decisions 


involving the purchase of office machine 
pending an announcement of the system of 
currency that will operate in the future, 


If the Committee recommends in favoy 
of a decimal system, this state of uncertainty 
will not thereby be resolved. It is more likely 
to be accentuated until the government make 
its decision and fixes the date for the intro. 
duction of the new system. 


While undue haste is to be avoided, ; 
is most important that the matter should & 
regarded at all stages as being urgent. 





APPENDIX (For Schedule 1 see page 116) 
SCHEDULE 2: Details of the Figures used for the Standard Tests 


TEST No. 1—Straight Adding 
£30 3 £22 6 0 
26 17 7 10 
20 9 27 9 
7 10 29 15 
14 14 25 17 
141 22 7 
21 23 
9 25 
23 20 
20 18 
19 16 
25 24 
15 25 
3 27 
22 16 
24 21 
31 21 
26 25 


6 £28 7 
9 
0 
9 
0 
3 
6 
6 
6 
0 
3 
9 
0 
0 
0 
3 
9 
0 
21 0 19 
6 
0 
9 
9 
0 
3 
0 
9 
3 
3 
6 
6 
3 
9 
3 
6 
3 
6 


23 «5 
25 5 
24 15 
31 6 
25 19 
29 10 
25 3 
26 11 
19 5 
13 3 
22 18 
25 3 
21 
19 
27 
22 
21 
16 
21 
25 
23 
20 
26 
23 
22 
21 
20 
19 
12 
17 
3 
26 
27 
25 
26 
in 
1 


24 26 
27 26 
24 21 
8 19 
1 23 
23 
26 
23 
30 
19 
17 
24 
31 
15 
6 
20 
23 
22 
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9 
0 
3 
0 
0 
9 
0 
0 
0 
9 
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3 
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3 
3 
3 
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9 
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6 
0 
9 
9 
0 
0 
3 
6 
6 
0 
3 
9 
3 
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Total £3,000 


TEST No. 2—Straight Adding: 
30.17 22.30 
26.89 7.54 
20.45 27.46 
7.54 29.78 
14.70 25.85 
14.61 22.38 
21.43 23.28 
9.38 25.40 
23.42 20.05 
20.40 18.99 
19.11 16.46 
25.69 24.60 
15.50 25.86 
3.75 27.94 
22.15 16.33 
24.46 21.45 
31.34 21.68 
26.50 25.33 
21.05 19.29 
24.03 26.51 
27.50 26.56 
24.84 21.49 
8.14 19.85 
11.45 23.28 
23.96 26.60 
26.85 26.44 
23.19 10.48 
30.26 18.03 
19.66 16.95 
17.08 23.23 
24.28 20.96 
31.96 22.46 
15.09 13.66 
6.36 28.49 

18.48 
23.36 24.79 
22.40 
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your CHARTREs SYSTEMS representative CAN SHOW YOU oe 


ees how you can Simply touch a button on the selector panel .. . 
e . and a smooth, quiet motor changes the desired 
file a nd fi nd tray of cards to proper working level in an average 

of 4 seconds. No more fussing with drawers to 


Ca rds faster slow the work down. No more walking, stretching or 


stooping to cause fatigue, errors and lost time. 


i Sr = one 


in a full range of sizes to handle not only punch 


® ® cards but ALL standard size cards . to meet 
with KARD-VEYER ul office requirements. 


CHARTRES SPEGIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 


AUSTRALIA SALES and SERVICE IN ALL STATES 


SUBSIDIARY OF THE REMINGTON RAND DIVISION OF THE SPERRY RAND CORPORATION 
Yydney, 2-0925; Melbourne, MA 3161; Brisbane, 5-465! ; Adelaide, W 4631; Perth, 23-2281 ; 
Hobart 2-2886; Launceston, 2-2358 CHS28/R 








Australian Accountant, March, 1960 





Whatever your typing requirements... 
There’s a quality Olympia Typewriter to suit your purpose. With modern 
precision built Olympia typewriters every office typing task is quicker and 
easier. Correspondence is clear and attractive. Work is never delayed by 
mechanical breakdowns. 

Olympia is the only typewriter with a 3-year Guarantee. 


For free demonstration contact: 


HEAD OFFICE: OLYMPIA TYPEWRITER CO. (AUST.) PTY. LTD. 
360 Kent Street, Sydney. Phone 29-2057-58 


BRANCH OFFICE: OLYMPIA TYPEWRITER CO. (AUST.) PTY. LTD. 
133 William Street, Melbourne. Phone M8 3206 


BRISBANE: 290 Adelaide Street. Phone 31-1011 
A ADELAIDE: LENROC LIMITED, 211-215 Pulteney Street 
PERTH: LAMSON PARAGON (W.A.) LTD., 37-45 Pier Street. Phone 23-259! 
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APPENDIX 


Tests of Possible Office Time Savings under 
a System of Decimal Currency. 


It has been generally assumed that the 
introduction of a system of decimal currency 
would lead to savings in time, in monetary 
calculations and to a lesser extent in the 
recording of monetary transactions. In order 
to satisfy ourselves that these assumptions 
are justified, and to gauge the possible extent 
of the savings, a number of tests were 
developed and applied initially in one organisa- 
tion. They were used as standard tests in 
other business organisations as a basis of 
comparison and to enable firmer conclusions 
to be reached. 


tests. Schedule 2 (see page 114) contains the 
figures used in the standard tests; Schedule 3, 
a summary of the results in organisation “A”; 
Schedule 4 provides a comparative summary 
of the standard tests in all organisations; 
Schedule 5 shows the results of other tests. 


It should be noted that the decimalised 
figures assume the adoption of a pound-cent 
system. It would seem that under the ten 
shilling-cent system savings would be slightly 
less because an extra figure is required in 
certain cases as compared with a pound-cent 
system, to express a corresponding value. 


In tests 1 and 3, the pence figures have 
been confined to threepence and multiples 
thereof. This was recognised as having a small 


With one exception, the tests were carried bias in favour of £.s.d., imasmuch as 
out in large business organisations. There both adding and calculating time would be 
was a variety in the type of organisation and slightly less in these circumstances than would 
interest represented. have been the case if the full pence scale 


A number of schedules are appended to had 7 used. Tests 5 and 7 use a full 
show the results of the tests. Schedule 1 poaee Slee. 
describes the manner in which the initial tests No attempt has been made to determine 
were conducted in organisation “A”. This the average savings for any type of operation. 
procedure was generally followed in the other However, the results indicate that savings 





SCHEDULE 3. Summary of Standard Tests Conducted in Organisation A 


% Saving 
in Time 
by using 
Decimals 


Time Taken 
Type of Test Details of Method 
£s.d. Decimal 


MACHINE METHODS 


Carried ovt on key driven adding- 
calculating (non-listing) machines by 
one senior and two junior operators. 
Time shown is average time taken 
by the three operators. 


Straight adding 


£s.d. and decimal amounts punched 2 m. 27 s. 8.7% 


into ordinary 40 column punch cards 
by two operators—one senior and one 
junior. Time shown is average time 
taken by the two operators. 


Card punching 


Carried out on key driven adding- 
application of 137% calculating machines by a junior, 
overhead to a given calculating and writing down (first 
series of both £.s.d. time shown) followed by a senior 
and decimal amounts checking only (second time shown). 


Multiplication — the 


Audit checking by key driven adding- 
calculating machines of a typical cash 
book, plus the calculation shown at 
the end of the additions—time shown 
is average time taken by one senior 
and one junior operator. 


Straight adding plus 
some calculating 


Extension of “Stock on hand” values, 
using key driven adding-calculating 
machines, by multiplying quantity x 
unit value, and writing down the 
product. Time shown is average time 
of two juniors. 


Multiplication 


The figures were added and calcu- 
lated manually by eight male clerks 
Manual adding, with —(five seniors and three juniors). 
some calculation The time shown is the average of 
the eight clerks used. 


MANUAL METHODS 
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would be made if a system of decimal cur- 
rency were adopted. 


Schedule 1. Report on the manner in which 
tests were carried out in organisation “A”. 

A number of tests were carried out to 
compare the relative efficiency of perform- 
ing monetary calculations in both £.s.d. and 
decimal currencies. The tests covered calcula- 
tions performed mechanically and manually. 
The purpose in testing by both mechanical and 
manual methods is that, whilst many organ- 
isations have mechanical aids, there is a 
large section of the business community which 
does not possess mechanical aids, and it was 
felt that savings to be made in manual opera- 


tions might be greater than the savings to be 
made mechanically. 

The tests covered typical office clerical 
tasks, as shown on the attached summary and 
test sheets. The summary compares time taken 
in each type of currency, and shows the per- 
centage time saving that would follow by 
using a decimal currency system. 

In carrying out the tests, every effort was 
made to produce the highest degree of validity 
in the comparisons. Whilst many operators 
were used, the same operator was used to 
perform both the £.s.d. and the decimal 
tests on each occasion. Each operator en- 
gaged in the test used the same machine, and 
carried out the test at the same time of day. 





SCHEDULE 4. Comparative Summary of the Results Obtained From Standard Tests 
Conducted Within a Number of Business Organisations 


(All times are expressed in minutes and seconds. Unless otherwise stated, machines used in adding and 
calculating are the key driven adding-calculating (non-listing) types.) 





Test Nos. Type of Test 


| 


Particulars 
A 


A. MACHINE 
METHODS 


Straight adding 


Card punching 


Multiplication 
(a) Calculate and 
record. 


(b) Check. 


Adding and 
calculating. 


Time £ s. d. 
» Decimals 
% Saving 


Time £s. d. 
+ Decimals 
% Saving 


Time £s. d. 
» Decimals 
% Saving 


Time £ s. d. 
» Decimals 
% Saving 


Time £s. d. 
» Decimals 


19.17 
15% 
16.21 


10.6 
38% 





| 4.22 


| 3.48 


Organisation 


19.18 
15.8 
22% 


Rear gs =e as es 


% Saving |13% 


Time £s. d. |29.37 23.55 
, Decimals  |16.50 16.20 
% Saving 143% 32% 


Multiplication 


B. MANUAL 
METHODS 


Adding and 


calculating Time £ s. d. 


» Decimals 
Je Saving 
. Adding-listing machine used. 
A further test at a later date showed a saving of 23%. 
crank driven calculating machines showed the following 
£s.d. 14.30 
Decimals 10.27 
Saving 28% 


£s. d. 14.27 

Decimals 9.55 

Saving 38% 

Adding by non-listing adding machine and calculating by electrified crank driven calculating machine 
Check only. No recording. A further test at a later date showed a saving of 20%. 


Subsequent tests on results:— 


(a) Calculate and record 


b) Check 
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In certain tests, particularly tests 1 and 2, 
the figures were read from a_ typed list, 
whereas in tests 5 and 6, the operators were 
required to read the figures from a typical 
hand-written cash book—(where the legibility 
of the hand-writing became one of the factors 
in the time taken). Likewise, for tests 7 and 
8, the figures were read from a hand-written 
stock record. 


Where the operator was required to per- 
form the task in £.s.d. she was given no 
prior warning, and merely asked to do the 
work without any previous knowledge of 
either the job or the type of work involved. 
For the decimal test, however, each operator 
was given one or two hours practice in the 
type of work which she was being asked to 
do. It was felt that this was necessary in order 
to produce the same degree of familiarisation 


with decimals as would already exist for 
£.s.d. values. 


The times recorded were carried out by 
stop-watch, and the operators were not inter- 
rupted in any way during the performance 
of each test. It could be argued that because 
the operators were aware of the fact that 
it was a test, they would have attempted to 
perform the tasks in a special way, and not 
in the general manner that they would other- 
wise have done. Whilst this is true, it can 
be assumed that they would have shown the 
same degree of enthusiasm for tests under 
either currency and as the main purpose of 
the test was to determine the percentage 
saving, if any, under a decimal system, rather 
than to achieve particular speeds, it was felt 
that this feature does not reduce the validity 
of the results. 





SCHEDULE 5. Details of Other Tests Conducted by Business Organisations 





_Waless othorwiee stated, adding and calculating is by key driven adding-calculating (non- sane machines.) 





Organ- Type of Test 
isation 


Details 


Time (Mins. & Secs.) o% 
Saving 
£s.d. Decimals | 





’ 
| 


- Multiplication 


Computing gross + wl for 100 
employees by applying s 


rate per 
hour to pre-determi paid hours. 
A separate time card was used for 
each employee. Two clerks for each 


fo Calculate and record. 
) Check only. 


Multiplication edding end Multiplying quantities sold by unit 
dwision. Hi 


ing price (£s.d. expressed in 
pence) adding resulting products and 
for £s.d., converting to £5. d. 
Adding. 100 items. 
Adding and extending 100 items. 
Extensions. 100 items wage sheets. 
Extensions. 100 invoices. 
Extensions. Stock sheets—100 items. 
ledger machine postings “National 31” 100 items. 


Multiplication and 100 items. 
division. 








100 items. 
100 cheques. 


100 invoices. 


Application of percentages. 
Typing of cheques. 
Typing of invoices 


Typing of figures. Typing of figures used in tests 1 


and 2. Junior typist. 


Using figures i, tests 1 & 2, Bur- 
roughs Sensimatic ledger machine. Two 
senior operators. 78 6.20 iW 


Ledger postings. 





First 100 items in each of tests 5 


Adding. 
and 6. Average of six people. 6.33 5.27 17 


' 





In organisation “B”, it is claimed that a test showed the possibility of a 50% saving in the preparation 
of 400,000 invoices per year. This saving is equal to 1000 girl days. 
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TEST No. 3—Applying 137% Overhead Rate 


% 137% 137% 137% 
eins Amount Overhead Overhead Amount Overhead 
£33 18 § 
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TEST No. 4—Applymg 137% Overhead Rate 


137% 137% 137% 
Amount james Amount Overhead Amount Overhead Amount Overhead 
£ £ £ £ 
14.56 19.95 26.89 36.84 
18.76 20.45 28.02 
34.46 7.54 
12.23 14.70 
24.99 14.61 
13.91 
32.41 
19.87 
21.65 
16.15 
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ADDING & LISTING MACHINES 


The Low Cost Machine That Has Everything 
ELECTRIC OR HAND MODELS 


Addition 
Subtraction 
Multiplication 
Non-Add 
Non-Print 


Automatic 
Credit Balance 


Correction Key 
Two color ribbon 
Decimal Switch 


Capacity 
£99,999,999-19-11. 


For Accuracy and Trouble Free Performance 


You Must Choose EWEREST 


Because of their High Capacity and Low Price, the EVEREST Adding Machines fit into every type of 
Office-— large and small. Light enough to be carried from desk to desk, or to be taken out on an 
outdoor assignment, EVEREST Adding Machines are simple enough to be used by an inexperienced Operator. 
Since they have all the features of the most advanced machines, however, they also lend themselves to 
the complex figuring of an Architect or an Engineer. Manufactured by SERIO.S.P.A. (Milan, Italy) one of 
the largest manufacturers of Adding Machines, Calculators and Typewriters in Europe. 


STANDARD CALCULATORS PORTABLE 


TYPEWRITERS TYPEWRITERS 
Sales and Service throughout Australia 


FOR A DEMONSTRATION WITHOUT OBLIGATION 
JUST CALL — WRITE — OR PHONE YOUR NEAREST AGENT 


MELBOURNE — SPECIALTY TYPEWRITER SERVICE, 192 Elgin Street, Carlton, Vic. FJ 6466 

ADELAIDE — RALPH A. PETERSON, 100 Pirie Street, Adelaide, S.A. W 3054. 

PERTH — GLIDDON & CO., 334 Hay Street, Perth, W.A. BF 1435. 

SYDNEY — FOREMOST OFFICE EQUIPMENT, 25 Wentworth Street, Parramatta. YL 8263. 
North Sydney XB 3637. 


BRISBANE — M. McGUINNESS & CO., 71 Brunswick St., Fortitude Valley, Brisbane. 5-4255 
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YOUR CHARTRES SYSTEMS REPRESENTATIVE 
CAN SHOW YOU... 


eorerree, 


...N0ow to boost 
your sales 
effectiveness 

35 to 50% with an 
easy-to-maintain 


control system 


A KARDEX Visible Sales Controi System high- 
lights accounts whose sales are dropping . . 
shows at a glance when the last call was made, 
signals when the next is due. It takes you only @ 
moment to transfer data to cards that auto 
matically chart sales by account or product, and 
give you a running comparison of sales versus 
quota. 


Only Remington Rand makes KARDEX. 


P} CHARTRES SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEAR! 
4 AUSTRALIA SALES and SERVICE IN ALL STATES 
SUBSIDIARY OF THE REMINGTON RAND DIVISION OF THE SPERRY RAND CORPORATION 
Sydney M 0425; Melbourne MA 3161; Brisbane 5-4651; Adelaide W 4631; Perth BF 728i; 
Hobart 2-2886; Launceston 2-2358. 
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Ceylon Today 


This article, kindly prepared by the Ceylon Trade Commission in 
Australia, is the eighth in the series on Asian countries currently 


appearing in “The Australian Accountant’. 


The aim in publishing 


these articles is to provide readers with accurate and up-to-date in- 
formation on current developments in the countries which have ac- 
cepted invitations to be represented at the Asian and Pacific Accounting 


Convention. 


HILE Ceylon cannot compare with 

such countries as Egypt and China 
in the length of its recorded history, it 
was well known to the peoples of the 
ancient world, including both the coun- 
tries mentioned above, as well as Greece 
and Rome. As it was on the fringe of 
the ancient world, however, there were 
exaggerated conceptions of its size. The 
earliest known map drawn by the astro- 
nomer Ptolemy in the second century 
A.D. gave an area equal to that of Mada- 
gascar, whereas the Island is in reality 
only a mere 25,330 square miles. The 
recorded history stretches back over 
2,500 years to the settlement of the 


Island by the Sinhalese who came origi- 


nally from North India. Today, they 
comprise approximately two-thirds of a 
total population of nearly ten million, the 
balance being made up of Tamils, origi- 
nally from South India, Moors, Malays 
and a group of European origin — the 
Burghers — most of them descendants of 
employees of the Dutch East India Com- 
pany. About 65% of the total popu- 
lation are Buddhist, 20% Hindus and the 
balance mostly Christians and Muslims. 


By far the larger portion of Ceylon 
consists of low lying coastal plains, but 
the south central portion of the country 
contains a core of hills and mountains, 
the highest of which is over 8,000 feet. 
This geographic structure, and the fact 
that the Island depends for its rainfall on 
two monsoonal periods during the year, 
led in ancient times to the construction 
of huge irrigation works and the im- 
pounding of water in reservoirs (called 
tanks in Ceylon (for the provision of 
irrigation facilities throughout the year. 
There are no well-defined seasons and 
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the climate varies without reaching ex- 
tremes from the warmth of the coastal 
plains to the cool temperateness of the 
hills. Waterfalls girdle the central moun- 
tain massif and contribute to the pic- 
turesqueness of the scenery. 


Government and Administration 


Until little less than a century and a 
half ago, a Sinhalese monarchy held 
sway in Ceylon, although with the coming 
of the first Western invaders in the early 
sixteenth century the indigenous kingdom 
was increasingly circumscribed within the 
area of the central mountain core which 
resisted successive attempts of conquest 
by the Portugese, Dutch and the British 
in turn. Finally in 1815, by treaty, the 
independent kingdom came to an end 
and the whole country came under the 
control of Great Britain. The road back 
to independence was a long one. By 
1931 however, internal self-government, 
based on universal adult suffrage had 
been granted. Ceylon was the first 
country in the East to give women the 
vote and in this closely followed the 
United Kingdom by only a few years. 
By the time the last world war broke 
out Ceylon was politically and socially, 
perhaps the most advanced country in 
the Commonwealth, other than the 
Dominions. In 1947, Ceylon, together 
with India and Pakistan, received full 
Dominion status. The elections under 
the new constitution were held in July- 
August, 1947 and the formal procla- 
mation of independence took place on 
4 February, 1948. 


The Ceylon constitution is based on 
the British Parliamentary model. The 
Legislature is bicameral — an elected 
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House of Representatives and a Senate 
or Upper House, 50% of whose mem- 
bers are elected by the Lower House arid 
the balance nominated by the Governor- 
General on the advice of the Prime 
Minister. Successive governments of the 
same party — the United National Party 
—ruled Ceylon until 1956 when a 
coalition headed by the late Mr. S. W. R. 
D. Bandaranaike came to power. Soon 
after his tragic death in September, 1959, 
Parliament was dissolved and a general 
election will be held in March this year. 


General View of the Economy 


The problems which Ceylon’s economy 
faces are shared by other countries in 
South-East Asia which are in a similar 
position. A high birth rate and a reduced 
mortality rate results in a natural increase 
in population which is in excess of that 
which can be absorbed by a predomi- 
nantly agricultural economy. In Ceylon 
this natural problem has been accentu- 
ated by the fact that education is free 
from the kindergarten stage up to and 
including the university level. This makes 


it more imperative that the economy 
should be expanded and diversified suf- 
ficiently to absorb the ever-increasing 


output of the schools. An _ increasing 
emphasis is consequently being placed 
in Ceylon on technical and practical 
education and improvements in the agri- 
cultural industries which will provide 
additional employment. 


In 1958 the gross national product at 
current prices was estimated at Rs.5,397 
million as against Rs.5,108 million in 
1957, a rise of 5.7%. Expressed in per 
capita terms, this gave a figure of Rs.553 
in 1958 as compared with Rs.549 in 
1957. While this compares favourably 
with any country in Ceylon’s stage of 
development and by Southern Asian stan- 
dards is a high per capita rate, it is poor 
when compared with that of countries 
such as Australia. The national income 
estimates gave a figure of gross invest- 
ment in the private sector amounting to 
Rs.312 million in 1958 as compared with 
Rs.320 million in 1957, the decline being 
attributed to a drop in machinery imports 
and a fall in acreage of newly planted 
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commercial crops, offset partially by in- 
creased imports of transport equipment. 

Together, peasant and estate agricul- 
ture constitute the core of Ceylon’s 
economy. In addition to being the back- 
bone of employment, the production, 
processing and distribution of agricul- 
tural products furnish directly about half 
of the Island’s income, and even more if 
the varied economic activity indirectly 
related to or supported by these pursuits, 
is considered. Much of the industrial 
development that has taken place has 
been in the factories and mills preparing 
tea, rubber, coconuts and rice for exports 
or domestic consumption. 


Ceylon will always be basically an 
agricultural country. The mineral wealth 
of the country is very poor, being con- 
fined mainly to mineral bearing sands, 
such as monazite, salt, graphite, precious 
and semi-precious stones and small 
deposits of iron which have not proved 
workable so far. The main task of suc- 
cessive Governments therefore has been 
directed towards making the economy 
less one-sided by the development wher- 
ever possible of small scale indigenous 
industry and lessening the dependence on 
imports from abroad. 


For this purpose, both local and 
foreign capital have been encouraged by 
various measures to invest money in new 
industrial ventures. All projects ap- 
proved by the Government are exempted 
from paying income tax for the first five 
years of their existence. Suitable sites 
are also often made available by the State 
and other facilities and guarantees pro- 
vided for the prospective investor. By 
this means and through Government 
sponsored corporations, Ceylon has built 
up in the last few years a number of new 
industrial projects. Lacking both coal 
and oil, Ceylon has had to concentrate 
on hydro-electricity schemes to provide 
the cheap power needed for new indus- 
tries. A start was made on the first 
scheme soon after self-government was 
obtained in 1931 and rapid progress has 
been made in recent years. 


Nevertheless, Ceylon’s economy still 
depends almost entirely on threé primary 
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agricultural products, tea, rubber and 
coconuts, for the food and manufactured 
goods necessary to sustain an adequate 
standard of living. While Ceylon will 
always require a large range of imported 
manufactured goods, the same cannot be 
said in respect of food, and increasing 
efforts have been made in recent years 
to bridge the gap between consumption 
and local production which has to be 
met at present through imports. Agri- 
cultural products comprise a consider- 
able proportion of Ceylon’s existing im- 
ports, most of which can be produced 
locally. As far back as 1931, a long- 
term plan of putting back into production 
vast areas of the country which many 
hundreds of years ago had been the main 
rice growing areas but through war and 
disease had been abandoned to the 
jungle for centuries, was put into effect. 
The great tanks or reservoirs constructed 
over 2,000 years ago by the ancient 
Kings of the Island, were gradually re- 
paired and used to irrigate surrounding 
lands. The gradual process of shifting 


the population from the overcrowded 
areas to the newly irrigated land was 


also undertaken. 


These developments have been greatly 
accelerated in the last two decades. The 
malaria mosquito, which had been the 
chief obstacle to the opening up of land 
which had lapsed back into the jungle 
through the centuries, was finally con- 
quered. All endemic diseases, such as 
cholera and smallpox, have been eradi- 
cated. The opening of new hospitals 
and the introduction of improved public 
health measures reduced infant mortality 
rates and sharply increased the average 
expectation of life. This was reflected 
in the tremendous increase which has 
taken place in the population. In 30 
years the population of Ceylon has 
doubled and in the last twelve years it 
has increased by nearly three million. 
At the same time, the death rate has 
dropped from 25.1 per 1,000 in 1930 to 
11.1 per 1,000 in 1957 —less than half 
the previous rate. 

Agriculture 
Out of a total developed agricultural 
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area of about 3.8 million acres, tea 
accounts for approximately 568,000, 
rubber 651,000 and coconuts 1,100,000 
acres. Coconuts predominate in the 
coastal areas while tea is grown in the 
hills and rubber in the intermediate levels, 
Most of the tea is grown on extensive 
estates, the majority of which are foreign 
owned and operated. Large estates also 
produce about half the rubber and some 
of the coconuts. About two-thirds of the 
value of all agricultural exports comes 
from large scale cultivation. 


The most characteristic crop of the 
small scale peasant sector is rice. The 
area under rice adds up to a total of over 
one million acres. Radical changes have 
been made in the last few years in the 
operation of these holdings, designed to 
give the cultivator control and a larger 
share in the products of his labour. A 
large number of other food stuffs are also 
typically peasant crops. Most of these 
are for domestic consumption but a few 
like coconut, cinnamon, citronella and 
tobacco are cash crops. Together, these 
varied products occupy around half a 
million acres. The peasant holdings pro- 
vide local sources of tropical food such 
as jak fruit, bread fruit, coconuts, 
bananas and a variety of other fruits, 
vegetables, pulses and small grains. 


Rice is the staple food of the country 
and increased production of this com- 
modity has been the basis of all plans 
for increasing local food production. 
Starting with the handicap of approxi- 
mately 40% of requirements being pro- 
duced locally and the balance imported, 
together with a phenomenally increasing 
population, internal production of rice 
has now been raised to over half of total 
requirements. In 1958 production was 
732,000 tons as against 626.000 tons in 
1957. The key to total self-sufficiency 
in this item, lies not in increasing the 
acreage under production, but in stepping 
up the yield of the existing acreage. Con- 
siderable progress is being made in this 
direction through the introduction of 
better techniques and the growing use of 
artificial manures. 

In the last few years extensive changes 
and developments have been made in the 
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agricultural sector of the economy which 
have resulted in an increased production 
of the main export crops. The output 
of tea rose in 1958 to 413 million pounds 
as compared with 398 million pounds in 
1957. In 1948 output was only 305 
million pounds. An increase has also 
been made in the production of rubber 
although this has not been as spectacular 
as that of tea, but extensive replanting 
of uneconomic rubber acreage over the 
last few years should result in a marked 
increase in production in the near future. 
Of the three main export crops only 
coconuts has not shown any appreciable 
increase, due primarily to the ravages of 
nature in the form of successive droughts 
and floods. 

A recent development is the introduc- 
tion of large scale cultivation of sugar 
with the ultimate aim of self-sufficiency 
in this commodity. Two mills for pro- 
cessing the sugar are now under con- 
struction and will be in operation during 
this year. They will make a marked 
difference to the annual import bill. In 
1958 184,000 tons of sugar costing 
Rs.83,322,000 were imported. 

Industry 

The development of industry, if not as 
spectacular as recent advances in agri- 
cultural production, has been proceeding 
steadily in recent years. The Govern- 
ment has actively encouraged progress, 
both by directly investing money in new 
industries and, as noted earlier, by assist- 
ing private enterprise through income tax 
concessions as well as by appropriate 
tariff protection in deserving cases. By 
these means, industrial development has 
been provided with a healthy environ- 
ment in which to survive. 

Among the industries established in 
the last decade have been confectionery, 
cement, oils and fats, textiles, soap, 
shoes, cigarettes, plywood, beverages, 
leather products, paper manufacturing, 
chemicals, glassware, batteries, matches, 
and machinery for the tea and rubber 
estates. The country is already self- 
sufficient in a number of these items. 
New projects in the process of establish- 
ment are a motor tyre and tube factory, 
new spinning and weaving mills, a kaolin 
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refinery, a steel rolling factory and brick 
and tile factories. For many years there 
has been extensive development con- 
nected with the processing of the leading 
agricultural commodities, and there are 
numerous small establishments producing 
items like pottery, bricks, cigars, rope, 
nets and miscellaneous handicraft pro- 
ducts. The fostering of small-scale 
cottage industries has been linked with 
the Government plan for rural develop- 
ment. 


The refining of extensive mineral sands 
deposits, including ilmenite and monazite 
started in 1959. The salt industry, which 
is as old as recorded history in Ceylon, 
has been extensively developed in recent 
years after a century of neglect. Not only 
has the country become self-sufficient in 
salt but it has embarked upon a manu- 
facturing programme which will soon 
make Ceylon an important world ex- 
porter of solar sea salt. 


The fishing industry is now being ex- 
tensively reorganised and mechanised. It 
is hoped to have a flourishing canning 
industry in the very near future. The 
canning and export of indigenous fruits 
has been carried on for many years, 
notably pineapple and mango, and there 
is a flourishing export trade. Ceylon 
pineapple enjoys an excellent reputation 
in world markets. 


Foreign Trade 

Approximately one-third of the gross 
national product comes from exports and 
this underlines Ceylon’s heavy depend- 
ence on foreign trade. The three major 
agricultural commodities, tea, rubber and 
coconuts account for about 90% of the 
value of total exports, the share of tea 
alone being 65%. 

The search for new markets for exports 
and the development of existing ones has 
been an increasing pre-occupation with 
Ceylon since independence in order that 
the country may not be completely de- 
pendent on any one market. 


Prior to independence, the trade of the 
Island, both import and export had been 
almost entirely in the hands of non- 
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nationals. One immediate objective was 
therefore to gradually adjust this position 
and enable Ceylonese to play a greater 
role in their economic affairs. This was 
not done by any unilateral action which 
impinged on the trading rights of non- 
Ceylonese, but by developing trading 
relations with countries with which Ceylon 
had had very little contact in the past as 
well as by intensifying trade with older 
customers. The additional volume of 
trade created by these means was re- 
served for Ceylonese nationals. 


The Commonwealth supplies Ceylon’s 
major markets and absorbed in 1958 
about 58% of her total exports. The 
United Kingdom is by far the most im- 
portant market, followed by Australia, 
South Africa, Canada, India and New 
Zealand. Of non-Commonwealth mar- 
kets, the U.S.A. is the most important, 
followed by China, Germany, Japan and 
the Netherlands. Besides the three 
major primary commodities and their 
by-products, kapok fibre, precious stones, 
cocoa, essential oils and spices are im- 
portant exports. 


On the import side, the Common- 
wealth again plays a very significant role. 
Once again the United Kingdom leads, 
followed by India, Australia and Canada. 
Of the non-Commonwealth countries, 
Japan, China, Burma, The United States, 
Persia, Germany and France are the most 
important. As noted earlier, food stuffs 
form an important import and are par- 
ticularly significant in the case of Burma, 
China, Australia and the United States. 
The United Kingdom, Japan and various 
European countries are the principal 
sources for manufactured goods. 


Ceylon has had an adverse balance of 
payments since 1956 when there was a 
favourable trade balance of over Rs.224 


million. While there has been some fall 
in export values, the adverse trend has 
been largely due to a sharp increase in 
imports. However, a fair proportion of 
this was due to increased spending on 
capital goods and, as such, inevitable in 
view, of current plans for development. 
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NEW BOOKS 


Recent additions to the Societys 
Central Library, Melbourne. Request — 
for books should be made through 
Divisional libraries. 


Accounting: a management approach 
Thomas M. Hill and Myron J. Gordon. Home: 
wood: Richard Irwin, 1959. 543 pp. 

Accounting for oil and gas producers: prin. 
ciples, procedures and controls. C. Aub 
Smith and Horace R. Brock. Englewood Cliffs: 
Prentice-Hall, 1959. 536 pp. 

Accounting systems in modern business. E- 
dred A. Johnson. New York: McGraw-Hill 
1959. 453 pp. 

Budgeting and cost analysis for hospital 
management. Leon E. Hay. Bloomington} 
University Publications, 1958. 205 pp. 

Business budgets and accounts. Harold C 
Edey. London: Hutchinson, 1959. 174 pp. 

Construction accounting and financial mam 
agement. William E. Coombs. New York: F. 
W. Dodge, 1958. 481 pp. 

Dynamic accounting; translated from the 
German by S. W. Murphy and Kenneth §. 
Most. Eugen Schmalenbach. London: Gee @ 
Co., 1959. 222 pp. 

The dynamics of management: executive 
thought and action in a changing world. Ameti- 
can Management Association. New York: 
1959. 139 pp. 

Ends and means of modern managemeat, 
American Management Association. New 
York: 1959, 158 pp. 

Electronic data processing. Association of 
Certified and Corporate Accountants. London: 
1959. 41 pp. 

Hire purchase accounts and finance. HL 
Simpson Cook and others. London: Gee & 
Co., 1959. 144 pp. 

Illustrations of management accounts if 
practice. A. G. B. Burney. London: Gee & 
Co., 1959. 126 pp. 
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REE ESTE ts wow rt 
AUTOMATION COMES TO THE DESK TOP WITH THE NEW 


CALCULATORI 


The Automation desk figuring machine is here . . to clip hours 
from each day’s work . . . to slash overhead costs. 
It’s the new Monro-Matic Calculator. 


This compact, convenient machine with Monroe’s time-tested 
single keyboard design is totally automatic, responds instantly to 
a light touch, controls itself. Automation gives split-second 
answers to every kind of figuring problem from the simplest to 
the most complex. Smal! wonder operators who know, prefer 
Monroe. And businessmen pick the Monro-Matic as a preferred 
investment for lowering figuring costs and for assurance against 
obsolescence. tt 





FUNCTIONAL-COLOR CONTROLS 
Green control keys to multiply, red te 
divide. Only one of the many Monroe 
exclusives that speed figuring, increase 
production, simplify operator's work. 
30 DIFFERENT MODELS from which to choose — so 
you do not pay for features you'll never use. Illustrated is the 8N-213 
% automatic three factor muitiplicafion y automatic decimal indication 
* automatic individual and accumulated results y automatic instantaneous 
division alignment 


NEW THREE YEAR PURCHASE PLAN AVAILABLE FOR ALL MODELS 


The “Man {rom Monroe” will be pleased to demonstrate any model on your 
desk on your particular problem. 











WFICES THROUGHOUT AUSTRALIA lf you're in business you need 
Welbourne : 34.6191. Sydney: BM623!. 


So es: BB eae 


Sole Australian Agents for Mercedes Accourtine “fachines and Royal Typewriters 
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We're mighty proud... to introduce to Australia 
THE LATEST, MOST MODERN OFFICE EQUIPMENT 


ALACRA FORM-FEEDING and 
FORM-HANDLING DEVICES 


Our appointment by W. H. SMITH & SON (Alacra) LTD. of London as s 
Commonwealth Agents for the revolutionary, labour-saving Alacra Form-Feedix 
and Form-Handling Devices, means that Automation can now be introduced 


into YOUR office .. . 


THE ALACRA FORMFLOW RETRACTABLE PINWHEEL PLATII 
THE FLEXOMATIC ELECTRIC LINEFINDER 

THE ALACRA FORMFLOW MOTORIZED DECOLLATOR 

THE ALACRA FORMFLOW UNIVERSAL SEPARATOR 

THE ALACRA FORMFLOW 'SHORT-RANGE' GUILLOTINE 





Now's the time to learn what these revolutionary, labour-saving 


devices can mean to YOU! 


FOR FURTHER INFORMATION .. . 


J. J. MILLER Printing Company Pty. Ltd. 


19-27 GRANT STREET, CLIFTON HILL, MELBOURNE 
TELEPHONE: JW 1181 
OFFICES IN ALL STATES 
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The Management of Stocks* 


OME years ago an_ enterprising 
Brisbane businessman rented some 
premises, stocked the shelves, and opened 
his first grocery store. Now, in the 
normal way, the next move would be 
to stand behind the counter and serve 
such customers as came that way, in 
due course placing orders to replenish 
his stocks as required. But this grocer 
was a hustler, and he wasn’t content to 
wait for his stock to turn over at the 
conventional rate. He persuaded a 
supplier to extend him 90-day terms on 
a bulk purchase of tea. This he featured 
at a cut price—what we would now call 
a “special”, or perhaps a “loss leader” — 
and since he was operating a cash-and- 
carry he thus acquired some additional 
ready money within a few short days. He 
applied these funds to the purchase of 
butter, a commodity upon which the 
margin is small and terms of settlement 
strict. However, it is an item which by 
its nature sells readily. Thus, before the 
time came to settle the account for the 
tea, this alert grocer had turned over 
portion of his stock several times on no 
cash outlay at all. The margin on sales 
was low, but the return on investment 
was fine! 


I am not sure whether this is an 
example of financial juggiing or stock 
management, and I am not by any means 
advocating price cutting as a merchan- 
dising principle. Still, it is indicative of 
the way businesses can be built and 
profits earned by the rapid turn-over of 
stocks and, indeed, it is management of 
that order which has produced from 
humble beginnings the great chains of 
self-service and variety stores which we 
know to-day. 





*A paper delivered at the Fourth Annual 
Week-end Convention of the Queensland Divi- 
sion of the Australian Society of Accountants 
at Southport, 6-8 November, 1959. 
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By R. H. GOUGH, B.Com., F.A.S.A. 


I have chosen this simple anecdote to 
highlight two fundamental principles, 
viz.:— 


1. Profits come from goods which 
move. 


Stock management must be of 
values as well as of items of mer- 
chandise. 


In pursuing this theme we shall con- 
sider the subject under three heads: 


(i) The significance of stock as a 
current asset... 


Stock is the ultimate source of 
profit which, in the final analysis, 
is the purpose and end of any 
business. 


(ii) The responsibility for positive 
stock management... 
Control doesn’t just happen; it 
must be planned and directed. 


factors in stock 
accountant’s 


Financial 
management—the 
role ... 


The accounting tools available 
make it possible for management 
to control stocks in the light of 
positive knowledge. As in many 
aspects of business, the account- 
ant’s function is to “put a 
price” upon the probable effect 
of stock policies, and to provide 
arithmetical means whereby 
management can tell how far the 
policies are being followed, and 
means to pin-point and measure 
deviations. 


THE SIGNIFICANCE OF STOCKS 


There is good reason for the attention 
accountancy societies are paying in these 
days to the management of stocks. In 
many companies, both industrial and 
mercantile, stock-in-trade is the largest 
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single item among the current assets. In 
a lecture delivered to this Society in 
1957, Mr. D. A. Gray showed that in 
30 Australian public companies he had 
investigated, stock averaged 22.5% of 
total assets, the individual figures for the 
30 companies, selected at random, 
ranging from 1.29% to 52.4%. In my 
own company the ratio is 39%. 


Perhaps more significant is the cost of 
carrying stocks. One feels that this is 
an avenue of possible cost reduction 
which is not always given the attention it 
might be. In fact, the cost of carrying 
stock is often higher than management 
realises. In the United States, where de- 
tailed studies are made on every con- 
ceivable subject, a number of surveys 
have indicated that this cost is seldom 
less than 10% per year on the average 
investment in stock, and sometimes runs 
as high as 25%. When we remember 
that the interest charge alone accounts 
for 5%2% and then allow for insurance, 
costs of warehousing, handling, deteriora- 
tion and obsolesence, we can see that in 
almost any class of business the cost 
will be substantial. If we are dealing with 
perishable commodities or with fashion 
goods, the cost of holding stocks will 
certainly be high unless they are ade- 
quately controlled and the proper rate 
of stock turnover is achieved. 


How many businessmen would have 
any idea of the cost of carrying stocks 
in their own particular companies? I 
venture to think that such a calculation 
is not often attempted. True, in some 
kinds of enterprise such as a retail store 
where the function of stock-holding, 
display and selling are combined, both 
in terms of space and personnel, it could 
be difficult to determine the proportion 
of the total costs which should properly 
be assigned to the function of stock- 
holding. In many industrial plants, how- 
ever, where the raw materials stores, 
finished goods stores, production, selling 
and administration departments are 
clearly defined and mutually exclusive as 
to location, equipment, staff and em- 
ployment of funds, it is a comparatively 
simple matter to ascertain the aggregate 
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cost of the storekeeping function. This 
figure can be broken down into types of 
expense, such as rental, interest, de 
terioration, stock handling, etc., and a 
distinction can also be made between 
classes of merchandise. With such data at 
hand, purchasing decisions can be made 
more intelligently than is possible where 
the only concrete facts the manager has 
are the terms and the price of any par- 
ticular offer. It is not as easy as it may 
appear to the uninitiated to judge whether 
an additional 242% discount for a 
quantity buy is worth accepting. 


Whilst I was preparing this paper, the 
manager of our electrical department 
submitted for consideration in the course 
of two to three days, three propositions 
which he wished to accept in order to 
secure a little extra margin. He wanted 
to buy 50 T.V. sets of a particular make 
in order to secure an additional 24%. 
Whilst I was thinking over that one, he 
came along for approval to purchase 
200 of a certain electric appliance in- 
stead of his usual buy of 50 in order to 
anticipate a price rise of 5%, and on the 
same day he received an offer from a 
manufacturer of another article who had 
over-produced and who wished to un- 
load large quantities at an additional 
discount of 10%. 


These three propositions amounted to 
a stock investment of more than £10,000 
beyond our normal level, and this all in 
one week in one department out of 27. 
Particular management decisions of this 
kind need to be made in the light of 
clearly defined policy, and a sound esti- 
mate of the future financial position. 
But even though the funds are available 
it is still necessary to calculate whether 
the additional margins will be sufficient 
to justify tying up cash resources for 
comparatively long period. In such i- 
stances a knowledge that your cost of 
carrying stock is, say, 10% per annum, 
will make it clear that an additiond 
2%% in margin is only worthwhile, if 
you can clear the stock in less than three 
months. Perhaps it should be added thal 
this last statement is only completely 
valid on the assumption that all liquid 
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funds will be used to advantage. The 
management of stocks involves a lot more 
than the consideration of a few arbitrary 
figures. 

There seems little doubt that in almost 
any type of enterprise a stock investment 
of £500,000 will cost at least £50,000 
per year. A reduction of £100,000 in 
the average investment in stock could 
produce annual savings of about £10,000. 
An improvement in stock turn alone 
could help make this saving possible. 


There can be no doubt that efficient 
management of stocks can produce very 
tangible results in the profit and loss 
account. At a recent conference it was 
claimed that one Australian company had 
actually improved its liquid position by 
almost £500,000 by inventory manage- 
ment. It follows that any company which 
is sufficiently wide awake to improve its 
liquidity to that extent would certainly 
know how to employ profitably the funds 
thereby made available. 


In our company we are in regular 
contact with some thousands of firms, 
large and small, and over and over again 
we see evidence of businessmen who 
accumulate stocks with little thought to 
the value involved or to the ratio which 
their purchases bear to the sales potential 
of their particular enterprise. In other 
words, they store up goods without any 
dear notion of where the money will 
come from to pay for them at the end 
of the following month. It is well re- 
cognised that this lack of judgment as 
to stock levels is not confined to the 
little man. Over-investment in inventories 
is a contributing factor to many a 
business failure. 


On the other hand there are situations 
where it is essential to carry large stock- 
piles. One of our subsidiary companies 
operates a plant in which the principal 
faw material is jute, which we import 
from India. I quote verbatim from a 
fecent report to the board by the factory 
manager: “Our stock at the end of July 
amounted to £140,205, compared with 
£89,427 at the end of July, 1958... 
we are fortunate that our stocks are 
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heavy, as the shipping service from 
Calcutta to Brisbane has been cut from 
two ships per month to one ship every 
three months. This was done without 
any warning, and emphasises the need 
for carrying heavy stocks.” 


To achieve the best possible relation- 
ship between stock values, available 
funds and sales, requires skilled attention 
in all the major divisions of an enter- 
prise; sales, production, purchasing, 
accounting and management. Much 
more than maintaining a low level of 
stock is required, for there are many 
factors to consider, and efficient control 
requires both careful planning and skilled 
judgment backed by adequate informa- 
tion. 


FIXING THE RESPONSIBILITY 


Some of the objectives in the manage- 

ment of stocks are:— 

The most profitable use of available 
funds. 

An inventory properly balanced to 
satisfy customer demand or pro- 
duction programmes. 

Adequate safeguards against undue 
losses from obsolescence, deteriora- 
tion and price fluctuations. 


These ends will be achieved only where 
there is a carefully defined policy at top 
management level and proper delegation 
of authority and responsibility. 


Management at Top Level: 


What are the functions of the chief 
executive in this regard? I suggest that 
his functions will include: 


(i) The formulation of a general 
policy for purchasing and stock 
holding. 

(ii) The careful delegation of re- 
sponsibility. 

(iii) The provision of means of con- 
trol and the regular use of such 
controls. 


Now, let us look more closely at these 
functions. 


129 





(i) Policy. 

One policy matter is the determination 
of the amount of funds available for 
investment in stocks and how that quan- 
tum of purchasing power is to be al- 
located between operating divisions, 
branches, or departments. The degree 
of speculative purchasing which may be 
permitted should be understood. To 
what extent may buyers take advantage 
of special quantity offers, or build up 
stocks in anticipation of possible price 
increases? 


In the merchandising field the range 
of goods to be carried should be definitely 
determined. If you are dealing in men’s 
wear you cannot have a departmental 
buyer dropping, let us say, bow ties and 
going in for cricket balls on his own 
initiative. He must know the limits 
beyond which he cannot move without 
reference. 


In manufacturing, top management 
policy concerning new products, changes 
in models, warranty conditions, customer 
service, advertising plans, will all have 
their effect upon both the total value and 
the detailed make-up of the inventory, 
and such policies should be com- 
municated, in time, to all who need to 
be aware of them. 


If, over long years, a company has 
evolved a well recognised set of practices, 
the chief executive must at least crys- 


tallise these practices into his own 
personal policy. Unless he understands 
quite clearly what the company is aiming 
at, he will lack the means of controlling 
those who actually buy and store and 
sell the merchandise. 


(ii) Delegation. 

It is essential that those who are 
charged with carrying out the policies of 
the company with regard to stocks, be 
aware of the rules of action by which 
they are to be guided. In a large enter- 
prise I would say the division of stocks 
into numerous sections, according to 
class, or function, or location is essential 
to adequate control, and some one person 
must be held responsible for each such 
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division. There is no_ substitute fo; 
personal accountability. 


Who then should be responsible? No 
single rule can be laid down, for different 
types of organisation and industry vary 
in their structure and their problems, 
Some general observations are possible, 
however. 


In large commercial houses, whether 
retail or wholesale, the well tried depart 
ment system appears still to be the best. 
Chain store organisations have their 
store managers, their reserve stock super- 
intendents, and so on. The manufacturer 
must deal with three distinct classes of 
stocks, viz.: raw materials and supplies, 
work in progress, and finished goods. 
In a factory of any size you will normally 
find a supply manager who has at his 
disposal purchasing officers and store 
foremen. His basic data are materia 
schedules of the production department, 
which in turn bases its planning upon 
sales forecasts. Work in progress wil 
obviously be the responsibility of pro- 
duction division managers, answerable 
to a production or works manager. 
Stocks of finished goods may remain 
under the control of the factory manage- 
ment, but more typically they pass to the 
sales division. 


(iii) Control. 

The task of devising means whereby 
the manager or chief executive will be 
informed promptly and regularly of 
stock levels both in total and in sufficient 
detail to enable corrective action to & 
taken where necessary, will normally 
devolve upon the accountant. But it is 
the manager’s responsibility to see that 
he has these details ready at hand, and 
that he uses them. It is no good promul- 
gating a policy unless you can see a 
short and regular intervals just how 
closely the policy is being adhered to. 


The normal means will be by reports 
to management, and the content of these 
reports is the subject of the final pat 
of this lecture. Before turning to th 
financial controls, however, let us note 
some of the means whereby stocks att 
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Calculating and printing for you 


nH Is an electric adding printing machine that 
carries out addition, subtraction and multtipli- 
cation by suc ive addition, and gives the 
credit balance. 

The Olvetti Elettrosumma 22 can retain a 
number that has been entered even when 
the total has been cleared, thus offering a 
considerable saving in time. It executes each 
operation at high speed and is of reduced 
size and weight. Easy to move about, it 
goes along with your typewriter, anywhere. 
Ne other adding printing machine provides as 
much work performance as this one, aor is 
so easy to use, nor so practical in form and 
function. 





Olivetti Australia Pty. Ltd. 


Macdonell House, 321 Pitt Street, Sydney — ‘Phone 62-6298 
Norwich House, 53-57 Queen Street, Melbourne — ‘Phone MA 2721 


Agents and authorised distributors 
in all capital cities throughout the country. 
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managed at the departmental and store 
level. 


Management at Department Level: 


A branch store manager or a depart- 
mental manager may have his range of 
merchandise and his standard levels of 
stock holding laid down for him. 


Alternatively, he may be required to 
exercise his own discretion, being allowed 
a relatively free hand in the selection of 
types and brands of goods he will stock, 
subject only to maintaining his aggregate 
stock at the accepted ratio to sales and 
keeping within the limits of his share of 
the cash budget. A factory supply 
manager will usually have little liberty 
of action as regards the composition of 
his stocks, but the entire production 
process will often depend upon his having 
the right materials available at the right 
time. 


Stock Records: 

Whatever the situation, there are two 
fundamental methods of maintaining 
stocks at the desired level, and every 
well managed store will employ one or 
other of them. 


(a) One is a stock record or perpetual 
inventory system, using some type of 
card or book in which all receipts and 
issues are entered in detail either by 
hand or by machine. Replacement of 
stocks is achieved by the regular perusal 
of cards by the purchasing officers. 
Maximum and minimum stock quantities 
may be determined for each item. This 
is practicable in some cases, but not in 
others. It might be found that maximums 
and minimums can be used where the 
sale or consumption of items is fairly 
stable. Somewhere between the maxi- 
mum and minimum a re-order point may 
be determined. Theoretically the re-order 
point is the minimum safety quantity of 
any article, plus the quantity required for 
use in the period between ordering and 
delivery. 


Most manufacturing companies find a 
thorough-going system of stock records 
necessary, as do merchants whose busi- 
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ness is to provide a spare parts and 
accessories service. Thus, stock records 
are commonly used in the engineering 
and automotive trades. Some highly or- 
ganised retail establishments keep de- 
tailed records of one kind or another in 
some, but not all, departments. 


The advent of electronic data process- 
ing promises to open up new horizons 
in the field of stock management. It is 
claimed that a Sydney company carrying 
about £250,000 worth of supply stores 
reduced its stock level by £20,000 within 
two months and £60,000 in six months 
after installing electronic data processing 
equipment. This reduction was achieved 
by ordering in smaller quantities, but 
more frequently. 


Since stocks can be effectively 
managed only where there is knowledge 
of the stock position, the use of a 
perpetual inventory should be seriously 
considered wherever this method is likely 
to be practicable. Although every 
manager is interested in keeping clerical 
costs at a minimum, inadequate stock 
records can prove a false economy. 


(b) Over a wide range of businesses, 
however, it is found that the advantages 
of detailed records of receipts and issues 
do not justify the expense of keeping 
them. Where this situation applies I 
know of no method more practical than 
that of physical counting. The depart- 
mental manager maintains stock books 
or folders in which each item of mer- 
chandise is listed under convenient 
classifications. At frequent intervals, 
perhaps weekly, a reliable assistant takes 
a physical stock count. Usually short 
cuts and certain approximations are ac- 
ceptable for this purpose. Where a 
number of stores are controlled from a 
central office, the stock may be listed on 
sheets by means of a peg-board system, 
copies being sent to the central office, 
where they are consolidated for ordering 
purposes. 


Now this straightforward method may 
seem to be beneath the notice of a body 
of trained accountants, yet we should be 
on our .guard .against burdening our 
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offices with clerical systems which may 
be more costly than more direct methods. 
In our grocery department, the inventory 
comprises about 2,500 items. Stock is 
taken in its entirety for re-ordering pur- 
poses by one man in a day and a half 
each week. This department would make 
some 10,000 issues per week. I venture 
to say that under any perpetual inventory 
system that volume of stock movement 
would engage the full time services of no 
less than four people. In other words, 
the labour cost would be £60 per week 
instead of £5. 


It is interesting to note that the vast 
chain store organisations use substantially 
the same method in some of their bulk 
stores and reserve stock areas. In the 
selling areas of their stores, of course, 
they make much use of the principle of 
standard fixtures and predetermined 
stock-holdings. They know without per- 
petual inventories or physical count 
exactly what the store stock is when all 
bins and counters are filled. 


What has just been said refers pri- 
marily to what we might call short term 


stock control. Often stocks must be 
ordered many months ahead. Ordering 
must then be planned carefully in the 
light of production programmes and 
estimated sales. Even as we meet now 
in November, mills in Lancashire are 
processing orders from our buyers for 
textiles which will be made up into 
garments in Australian factories during 
the winter of 1960 for sale twelve months 
hence. With stocks of this nature great 
care is needed to ensure that deliveries 
will be received neither too soon nor too 
late. Often the buyer’s task is to secure 
the most favourable terms for quantity 
orders whilst arranging for a spread of 
deliveries so that stocks may be held at 
the lowest practical levels. 


Physical Factors: 


A factor in stock management which 
should not be overlooked is adequate 
facilities for storage and handling of 
materials or merchandise. No procedure 
for stock control, however well con- 
ceived, will prove satisfactory in a 
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disorganised or over-crowded warehouse 
or store. Unless you have a properly 
organised receiving area, orderly stack- 
ing, fixtures suitable to the product, and 
above all competent store foremen, good 
stock management will be virtually im- 
possible. 


FINANCIAL FACTORS 


We now turn to that aspect of the 
subject which is specifically the concern 
of the accountant in his _ technical 
Capacity. 


Control by Stock Turnover Rate: 


The whole question of stock manage- 
ment hinges on stock turn, and in stock 
turn lies the secret of bigger profits. 
Excess stock represents money lying idle 
which could otherwise be used to earn 
profits. The key factor is the rate of 
stock turnover. It is important that 
management should know the rate at 
which each type of stock is turning over 
and be in a position to judge whether 
the performance is as good as it ought 
to be 


Ascertaining the rate of stock turn is 
a simple matter, but there are one or 
two pitfalls to be avoided. I understand 
people have been known to obtain the 
figure by dividing the sales by the average 
stock. Every member of this Society will 
know that you must divide the cost of 
sales by the average stock. More fre- 
quently an inaccurate figure is obtained 
by taking the average of the opening 
and closing stocks for a year or a half- 
year. In some instances these may be 
the only figures available, but wherever 
possible the average should be calculated 
on a monthly basis. Very often the 
value of stocks at balancing date is 
substantially lower than average holdings 
at other times. Even month’s-end stock 
figures can be misleading in special cases. 
We have a certain department in which 
the stock at some period in every month 
rises to £30,000 or more, yet on the last 
day of each month the value is around 
£2,000. In such a case, unless the 
person calculating the stock turn rate 1s 
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acquainted with the facts, and approaches 
the task intelligently, he might come up 
with a rate of 200 stock turns per year, 
whereas the actual rate is about twelve. 


The formula is simple:— 
Stock Turnover = 
Cost of Sales (per annum) 
Average Stock 


Reports should be furnished to 
management setting out this ratio for as 
many classifications of stock as possible. 
The frequency of reporting will depend 
upon many things, but speaking generally, 
six months should be the maximum 
period between reports. 





Scientific management demands that 
all possible steps be taken, in advance, 
to ensure that the stock turn rate will be 
satisfactory. This means that something 
more is required than merely adjusting 
purchases to keep them in line with the 
past week’s or the past month’s sales. 
This is an approach widely used by 
small storekeepers, and is certainly an 
improvement on “clueless” buying. How- 
ever, what is needed is to keep stock 
levels in line with future sales needs. 
In a well-managed company a normal 
stock ratio can be determined by refer- 
ence to past experience with necessary 
modifications. If sales are forecast with 
reasonable care and skill, and the normal 
ratio applied, the basis will be laid for a 
planned and controllable inventory level. 


Make no mistake about it, the turnover 
of stock can be influenced by skilful 
management, with beneficial results to 
earning capacity. 


Evolution in One Company’s Stock 
Ratios: 


In this Queensland Centenary Year, 
historical research is the vogue. So as a 
slight gesture to the times I have under- 
taken a little research into trends in my 
own company. Here are the stock turn 
tates for a few representative trading 
years over a period of nearly a century. 
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All refer to our Brisbane warehouse 
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Rate of Stock Turnover Per Year 
Year Stockturn 
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1867/8 & 
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1937/8 4 

1947/8 

1958/9 


Now there would be many reasons for 
an increase in the ratio from one to 
seven. The development of local manu- 
factures, the speed of modern transport 
facilities and the influence of groceries in 
the last few decades are obvious factors. 
Allowing for all that however, the figures 
do illustrate the tempo at which business 
is conducted nowadays in comparison 
with the leisurely rate of the days when 
the world was wide. Whatever the 
reasons, it is clear that more effective use 
is being made of shareholders’ funds. 
Someone might well ask why, if a profit 
could be made on a stock turn of once 
per year, do we not show a phenomenal 
rate of return on capital where much of 
that capital is being used seven times 
over? Broadly the reasons are clear: 
merchants operate on far smaller margins 
than once they did, and overheads have 
grown enormously. But even overheads 
represent money in someone’s pocket, 
and I believe that the change from one 
stock turn per annum to seven provides 
a pointer to one of the reasons for the 
rapid and altogether desirable growth of 
the total store of wealth in the com- 
munity in our day. So much for our 
modest excursion into history! 


Control on Basis of Return on 
Investment: 


We live in a world of great complexity, 
and a simple approach to any problem 
will often be found to be misleading. 
This can be true in the management of 
stocks. The turnover rate, of itself, 
merely tells you how fast stocks move 
through the business. The aim is to 
secure the highest possible return on the 
funds invested in stocks, and to this end 
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management must always keep in view 
both the profit margin on sales and stock 
turnover. 


It is quite possible, of course, to in- 
crease the turnover by sacrificing profit 
margins, which may be pointless. On 
the other hand there are situations in 
which return on investment can be in- 
creased by decreasing turnover, in order 
to earn a higher rate of profit. Manage- 
ment is well advised therefore, to keep 
in mind the equation: Return on In- 
vestment = Stock Turnover < Rate of 
Profit on Sales. Both the percentage of 
profit on sales and the rate of turnover 
per year are significant ratios. 


From this point we can go a step 
further and formulate a basis for con- 
sidering specific purchasing problems. If 
faced with a decision as to whether an 
increase in investment in stocks for some 
particular purpose will be worthwhile, 
the following equation may be used to 
test the merits of the proposition: 

Return on Change in Investment 
= Turnover of the Change in Investment 


X Profit Expected from the Change in 
Investment. 


I have stressed the importance of 
minimising stocks in order to make the 
best use of available resources. How- 
ever, the objective of business is profit, 
and this can best be achieved through 
increased sales. The most positive way 
of reducing inventories is to promote 
sales rather than to restrict purchases. 
Turnover rates have a place in judging 
efficiency, but improvement in turnover 
should not be sought as an end in itself. 
Neither should a good ratio be achieved 
by hand-to-mouth buying on unfavourable 
terms. An intelligent appraisal of the 
situation is always necessary. 


Control by Budgeting: 

Some companies manage to plan their 
inventories and the expenditure of funds 
upon them with a considerable degree 
of accuracy by means of budgetary con- 
trol. Where a complete system of 
budgetary control. is in operation the 
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materials or stock budget will be one 
phase of the system. 


Preparing and operating a budget 
based upon planned stocks of each im- 
portant item separately would often be a 
formidable task. To do this it is necessary 
to develop a purchase programme which 
will ensure that each item will be on 
hand in specific quantities at given dates. 
Then the anticipated stocks must be 
translated into money terms. Up to a 
point this must be done in any case to 
fit in with production programmes, but 
in most businesses there will be hundreds 
or perhaps thousands of items to which 
specific, detailed budgeting is imprac- 
ticable. 


However, past experience will usually 
make it possible to budget future stocks 
fairly closely in terms of total value. To 
do this the basic data are the sales fore- 
cast expressed in terms of cost of sales, 
and the standard turnover rates. The 
budget is then based upon such relation- 
ships, and departmental buyers or their 
senior executives are made responsible 
for controlling the quantities of stocks, 
in detail, in such a way that the total 
stock level will conform to the standard 
turnover rates. 


Budgetary control is customarily found 
in association with a cost accounting 
system. Where issues out of stock are 
priced in detail at cost, as in a factory 
store, the accountant has the opportunity 
of maintaining a stores account in his 
general ledger or his cost ledger, which 
enables him to determine the total value 
of stock at any point in time. By using 
a mechanised stock record system, and 
recording the value of each issue, the 
stock ledger totals can be reconciled with 
general ledger balances at will. You have 
made a vital contribution to the manage- 
ment of stock within your organisation 
if you are able to produce a reliable 
stock figure at frequent intervals. 


Work in Progress: 


Just a word about the control of work 
in progress stocks in a factory. For 4 
variety of reasons work in progress can 
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easily become gravely unbalanced. In 
any production line I have known some 
processes can be put through quickly and 
easily, while others tend to create bottle- 
necks. Unless the most careful control 
is exercised you will find that within a 
factory large quantities of certain com- 
ponents of a product are lying beside 
machines waiting for the processing of 
other components to catch up. It should 
not happen, yet very often it does. Then 
there is another rather similar problem. 
In one or two of our factories we some- 
times find that some jobs are put on one 
side halfway through the manufacturing 
process to make way for other jobs 
urgently required. Thus the value of 
work in progress is higher than it should 
be. 


These are problems for the production 
engineer, but the accountant can perform 
a valuable service at this point by 
regularly checking the work in progress 
stock turnover rate and submitting his 
findings to those who are qualified to 
judge whether the rate is satisfactory or 
not. There is more than mere usage of 
funds involved in this matter, and if 
you are a factory accountant and have 
not paid attention to work in progress 
in this way, I recommend it to you as a 
fruitful avenue for study. The time which 
elapses between the entry of materials 
into the factory and the completion of 
the finished product is frequently much 
longer than is necessary for efficient pro- 
duction. 


Balanced Stocks: 


In any manufacturing industry it is 
vitally important that the items com- 
prising the raw materials inventory should 
be directly related to production plans. 
It is quite useless having a stock of one 
material component sufficient for 5,000 
of the finished product and only enough 
~ — essential part to produce 


An effective way in which management 
can check whether or not stocks of raw 
materials or work in progress are balanced 
is to call for a statement of the materials 
in store for a particular article of pro- 
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duction. The principle is analogous to 
that of the army ration. The supply 
officer in the field, in furnishing returns 
to certain quarters, is not required to 
list the stocks he holds of a great variety 
of foodstuffs, but simply to state how 
many rations he has. A ration is the 
prescribed quantity of food and other 
supplies of all varieties for one man for 
one day. 


Applying this principle, if you have a 
factory producing electrical appliances 
you might call for a statement showing in 
detail by components, the stock of raw 
materials for toasters, expressed in terms 
of finished toasters. You will certainly 
do this if you are contemplating a change 
in the model or discontinuing the pro- 
duct. It is a salutary test for your supply 
manager to do it for selected products 
every now and again. 


CONCLUSION 


When I was invited to prepare this 
paper one member of the Divisional 
Council suggested that I present the 
subject as a live issue, one with which, 
in the cut and thrust of commerce, 
managers and accountants have to deal 
every day, rather than as an exercise in 
accounting principles or techniques. 
Possibly one could have presented a 
more scholarly work by concentrating 
upon the theory of the subject, but I 
have preferred to offer a practical com- 
mentary, drawing examples from my own 
experience. I have tried to present a 
broad picture of the way some stock 
problems are approached in the more 
common types of industrial or commer- 
cial concerns in Australia. 


There is no doubt that in modern 
business one of the guiding principles 
should be to keep your stocks moving. 
Yet there can be undesirable con- 
sequences throughout the whole economy 
from an extreme application of this 
principle. Hand-to-mouth buying is 
costly in terms of labour. Many mer- 
chants are finding they need far more 
employees than they formerly did to 
handle the same volume of business in 
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value. This is not only because working 
hours are shorter. Often it is that where 
orders used to be received for case lots 
they now come in dozens or quarter 
dozens. Minimising stocks is a sound 
objective, but there should be limits. If 
the data were available it might well be 
found that the working time wasted 
throughout the community as a result of 
a too literal interpretation of the prin- 
ciple “sufficient unto the day” is stagger- 
ing. Statistical study of the effect of 
this phenomenon might reveal avenues 
of substantial cost savings on an in- 
dustry-wide or a nation-wide basis. 


One thing I would emphasise is that 
effective management of stock is not 
attained by the establishment of pro- 
cedures, the maintenance of records, or 
the preparation of reports. It is secured 
through the action of people; and there 
is no substitute for human intelligence 
and judgment. The records may show 
an item to be slow moving or may 
reveal excess stock holding, but the re- 
cord cannot sell the goods or reduce the 
stocks. Someone must have enough in- 
terest and initiative to review the records 


and take corrective action. This positive 
attitude is needed not only at top levels 
of management but must reach down to 
all who deal in stocks in any way. He 
who would manage his stocks well must 
also manage his men. 


The accounting techniques for inven- 
tory control are straightforward enough, 
but the practical problems are legion. 
We are dealing with a broad and com- 
plex problem, and a vital one in almost 
every enterprise. The manager is faced 
with conflicting considerations. There is 
the need to keep stocks low to conserve 
funds and use them to the best advantage, 
and in some cases, to guard against 
changes in models and fashions. At the 
same time these considerations must be 
balanced against the loss of business or 
the increase in costs, which result from 
running out of stock. 


The accountant can, and should, ad- 
vise management on the cost of carrying 
stocks, on turnover rates, and the like; 
but how to evaluate the imponderables, 
such as the cost of running out of stock 
and the loss of customer goodwill? These 
are problems for managerial judgment. 





Should a System of Escalation Be Built 


Into the Accounts? 


By W. R. WHITEHEAD, F.A:S.A., 
Chief Accountant, State Electricity Commission of Victoria. 


ns geys man first adopted money as an 
aid to his commerce, its value has 
been under a process of change directly 
related to the social and physical changes 
which follow in the footsteps of war, 
disaster, invention, discovery, propaga- 
tion and the multitude of events which 
are the affairs of the world. Over the 
long term this change, despite periodical 
variations in emphasis and periods of 
regression, is recognisable as an inexor- 
able process of inflation; more money 
units for less goods units. 
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And now in this the 20th century A.D. 
the scorekeeper, now termed accountant, 
has become increasingly sensitive in his 
knowledge of the heterogeneous nature 
of the figures which are his accounts. 


This sensitivity has become manifest 
in the writings currently devoted to 
the proposition that the age-old prac- 
tice of mixing the £1 which yesterday 
bought a racehorse, with the £1 
which today will not even buy 4 
milky’s moke, is no longer acceptable. 
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It is being suggested that the accountant 
cannot truly keep the score in terms of 
derived income and ownership without 
establishing within the principles which 
order his ways, a concept of escalation; 
and in fulfilment of such concept setting 
up, by way of indices or such devices, a 
means of automatic adjustment of his 
figures to the end that the charging of 
cost expiry is changed from an historical 
to a current basis. 


So that one wonders if this century is 
to be significant not only for the early 
development of electronic machines for 
rapid entry and calculation (the 20th 
century primitives called them automatic 
“brains”), but also for the departure 
from historical basis accounting and the 
development of the devices necessary for 
such departure. 


To meet the advocacy towards this 
departure, it is not enough to point to the 
reasonable service given by the age old 
system (a poor argument in any question- 
ing of established custom) but rather to 
examine the cause of this turning away. 


Immediately, under this examination 
of cause, the proposition becomes suspect 
as being a thing born under the com- 
pulsion of current business expediency; 
a thing contrived towards taxation relief, 
price substantiation, and maximisation of 
the internal contribution towards capital 
needs. 


In the spate of American contributions 
currently to hand on this subject, it is 
becoming evident that those who hold 
firmly to established precepts steadily 
gain ground as the true nature of the 
advocacy becomes clearer and as the 
perspective widens. 


No accountant can discount the 
immensity of the modern problem of 
capital erosion and the impact of tech- 
nological change, or be unaware of the 
increasing size and quality of contribu- 
tion he must make; but surely that con- 
tribution will be ill founded if he mixes 
his causes with his effects. 
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In his contribution towards assisting 
management to meet these problems of 
capital, must he not firstly measure the 
position by use of methods based on 
enduring principles, and not contrive to 
find his answers before displaying the 
dimensions of the problem? Only after 
he has uncovered the size can he properly 
exert his reporting and interpretive skill 
in influencing management towards the 
selection of the policy appropriate to the 
need. 


Against this outlook of not recog- 
nising the problem as having to do with 
accounting principle, it is argued that 
the acceptance of L.I.F.O. constitutes a 
precedent pointing the way to total 
acceptance of current cost as an account- 
ing basis, the difference between expiry 
of stock cost and expiry of fixed asset cost 
being merely relative. But whether to 
adopt or not to adopt L.I.F.O. is surely 
only an exercise in judgment, and re- 
quires a decision based on estimation of 
effect. The permanency of its adoption 
by certain types of businesses does not 
alter the fact that its usage stems from 
judgment and not from applied prin- 
ciples. 


Now let us turn to the term deprecia- 
tion which inevitably intrudes into this 
subject. The incidence of depreciation 
cost is reasonably measurable on a life 
expiry basis, but the amount required 
to meet obsolescence and inflation of 
replacement costs is impossible of esti- 
mation and, therefore, amounts which 
rightly must be conserved can only be a 
matter of judgment (how much is likely 
to be needed—how much can we reason- 
ably exact); and although it may be ex- 
pedient to levy the charge in the form of 
accelerated depreciation, it nevertheless 
remains entirely different in character to 
the provision for reasonably measured 
expiry of an actual cost. 


These thoughts have been set down 
primarily for the purpose of sorting out 
my own mind on the subject after recent 
readings, but they may also serve to 
stimulate a colleague of contrary thought 
to take up the cudgels in opposition. 
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Withholding Tax on Dividends 


By D. C. WILKINS, B.Com., A.A.S.A. 


The Income Tax Assessment Act has now been amended to provide 
for a withholding tax on dividends paid by Australian companies to 


non-resident shareholders. 


HE present method of taxing divi- 

dends received by non-residents of 
Australia is governed by Section 44(1)(b) 
of the Act, which provides for the in- 
clusion in the non-resident’s assessable 
income of dividends to the extent that 
they are paid out of profits derived by 
the paying company (whether resident 
or non-resident) from sources in Aust- 
ralia. 


The general provisions are subject, in 
certain circumstances, to the effect of 
Double Tax Agreements which Australia 
has entered into with other countries, but 
in general it may be said that this receipt 
of assessable dividend income from Aus- 
tralian sources has imposed upon non- 
residents the obligation of submitting an 
income tax return to the Australian Tax 
Commissioner, and the usual provisions 
of the Act relating to assessment and 
payment of tax have applied. 


A number of countries have adopted 
a procedure of withholding tax from divi- 
dends paid by resident companies to 
shareholders who are _ non-residents. 
Such a method has now been introduced 
into the Australian income tax system. 
Basically, the arrangement is: 


(a) the company or person paying a 
dividend to a non-resident recipient 
is to withhold from the dividend 
Australian income tax at a pre- 
determined rate. 


(b) the tax so withheld is to be 
remitted to the Tax Department. 


(c) unless action is taken by the non- 
resident (as explained later), to 
have the dividend treated as assess- 
able income and to submit a tax 
return, this retention of tax from 
the dividend will conclude the re- 


cipient shareholder’s obligations as 
far as Australian tax is concerned, 


Commencement of Operation 

The amendments to the Income Tax 
Assessment Act which provide for the 
imposition of the dividend withholding 
tax, will operate from 1 July, 1960. 
Thus, all dividends paid or credited to 
non-resident shareholders on or after that 
date will be subject to the new provisions. 


Rate of Withholding Tax 

The general rate of dividend (with- 
holding) tax will be 6/- in the £. How- 
ever, in the case of countries with which 
Australia has concluded agreements for 
the avoidance of double taxation the rate 
will be 3/- in the £. 

The Double Tax Agreements with the 
United States of America and with 
Canada provide that the rate of Austra- 
lian tax on dividends received by share- 
holders resident in those countries shall 
not exceed 15%. Thus the dividend 
withholding tax for those shareholders 
will be charged effectively at the same 
rate. 

The Double Tax Agreement with the 
United Kingdom has the effect, in most 
instances, of charging Australian tax on 
dividends received by residents of the 
United Kingdom at half the normal Aus- 
tralian rates. The rate of withholding tax 
to apply to dividends received by U.K. 
residents will therefore be 3/- in the £. 
Dividends received by United Kingdom 
companies from wholly owned Australian 
subsidiaries which are exempt under the 
U.K.-Australia Double Tax Agreement 
will not be subject to withholding tax. 


Dividends Included 
The withholding tax provisions apply 
to dividends which are paid or credited 
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subsequent to 1 July, 1960, by a com- 
pany which is a resident of Australia 


to: 

(a) a shareholder whose address is 
shown on the share register as 
being outside Australia. 

(b) a shareholder who has directed 
the company to pay dividends to 
himself or some other person at 
a place outside Australia. 


Dividend income to which a non- 
resident beneficiary in a trust estate 
becomes presently entitled will be subject 
to the withholding tax provisions at the 
time he becomes so entitled. 


Dividends Excluded 


The withholding tax provisions do not 
apply to the following classes of divi- 
dends: 

(i) Dividends paid to a person (indi- 
vidual or company) which is 
engaged in business through a per- 
manent establishment in Austra- 
lia. Such dividends will be sub- 
ject to tax in the normal way, by 
the submission of an Australian 
tax return showing all income, 
including dividends, derived from 
Australian sources. 

Generally, a person is to be 
deemed to be engaged in business 
in Australia through a permanent 
establishment if he has a branch, 
place of management, office, fac- 
tory, workshop, mine, quarry, 
oil well, agricultural, pastoral 
or forestry property or other 
place of business in Australia. 
Also, if the person has substantial 
equipment in Australia or is 
engaged in a construction project 
Or is associated through manage- 
ment or capital with an enter- 
prise selling goods manufactured, 
assembled, processed, packed or 
distributed in Australia. The per- 
manent establishment does not in- 
clude normal commission or other 
agencies, purchasing houses, or 
the mere existence of a subsidiary 

__ company in Australia. 

(ii) Dividends paid to religious, scien- 
tific, charitable, public educational 
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bodies, public hospitals and other 
non-profit organisations whose in- 
come is exempt from tax under 
Section 23 (e) to (i) of the Act. 
Dividends received by _ super- 
annuation funds covered by Sec- 
tion 23(j) and (ja) are also 
excluded. 

Dividends from mining profits 
which are exempt under Section 
44 (2). 

Dividends exempt from tax under 
Section 44 (2) (b) (iii), that is, 
bonus shares distributed wholly 
and exclusively out of profits 
arising from the revaluation of 
assets not acquired for re-sale at 
a profit, or from the issue of shares 
at a premium. 

(v) Dividends which are exempt from 
tax under Section 107, that is, 
paid out of tax-free Division 7 
profits. 

(vi) Dividends assessed to the trustee 
of a trust estate under Section 99, 
that is, where no beneficiary is 
presently entitled to the income, 
and dividends assessed to the 
trustee of a trust estate under 
Section 102. 


The withholding tax is appropriate 
only to dividends paid by a company 
resident in Australia. Thus, dividends 
paid by a non-resident company to a 
non-resident shareholder are excluded 
from the application of the withholding 
tax, even though they may be paid partly 
or wholly out of Australian profits. In 
such circumstances, the existing pro- 
visions of Section 44 (1) (b) will apply. 


On the other hand, a dividend received 
by a non-resident shareholder from a 
resident company may be paid partly or 
wholly out of ex-Australian profits. In 
such a case, in the absence of the with- 
holding tax provisions, the ex-Australian 
proportion would not have been assess- 
able to Australian tax, by the operation 
of Section 44 (1) (b). Direct assessment 
of the dividend would then be preferable 
to the withholding tax; the manner in 
which this is achieved is explained later. 
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Collection and Payment of Tax 


Payments made by private companies 
which are deemed to be dividends, under 
Section 108 or 109 of the Act, will be 
excluded from the withholding tax pro- 
visions. Such payments will continue to 
be treated as assessable income subject 
to tax in the normal manner. 


The resident company which pays in 
money, or credits, a dividend to a non- 
resident shareholder (provided the divi- 
dend is not excluded from the with- 
holding tax provisions — see above) must 
make a deduction of the withholding tax 
(at 6/- or 3/- in the £, whichever is the 
appropriate rate) from the dividend before 
or when it is paid. 

A person who has received dividends 
from a company resident in Australia on 
behalf of another person who is a non- 
resident must also deduct withholding 
tax from the dividend when he receives 
it, whether or not he pays the dividend 
over to the ultimate recipient. 

Although the non-resident recipient of 
the dividend is the one on whom the 
actual liability to the withholding tax 


falls, the amending legislation provides 
that the person withholding the tax from 
the dividend must pay the tax to the 
Commissioner within 21 days after the 
end of the month in which the deduction 


was made. Further, the person deduct- 
ing the tax from the dividend must furnish 
to the Commissioner, within two months 
of the end of the year in which the 
deduction was made (or within any ex- 
tended time allowed by the Commis- 
sioner) a statement on an authorised 
form, giving particulars of the deduction. 


If the dividend is not paid in money 
or credited to the recipient, there is at 
that stage no obligation to deduct with- 
holding tax. The company must not 
then pay or credit the dividend without 
first deducting the appropriate amount 
of withholding tax. 

The Commissioner may in certain cir- 
cumstances relieve a person of the obli- 
gation to deduct withholding tax from a 
dividend. For example, a shareholder 
resident in Australia may be temporarily 
overseas and may direct that the dividend 
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be paid to him at a place outside Aust- 
ralia. The deduction of withholding tax 
would not be appropriate, because this 
shareholder is subject to tax in the normal 
manner on all income derived from 
sources both in and out of Australia. 


Election to have Dividends Included in 

Assessable Income 

Dividends received by a non-resident 
which are subject to the withholding tax 
will not, under normal circumstances, 
be included in the assessable income of 
the non-resident. No other Australian 
income tax will then be charged on those 
dividends. 

Should the non-resident derive other 
income from Australian sources, which 
would thus represent assessable income, 
he will be subject to a separate assess- 
ment covering that other income. The 
imposition of the withholding tax on the 
dividends, and the separate assessment 
of his other income, could be to his 
advantage if the normal rate applicable 
to an amount equal to his total income 
was higher than the withholding tax rate. 

In the case of a non-resident, Section 
80 provides for losses to be offset firstly 
against exempt income derived from 
Australian sources. Dividends subject to 
withholding tax, although technically 
exempt, will now be excluded from 
“exempt income” for the purposes of 
Section 80. 

The non-resident shareholder may 
elect, however, that the dividends from 
Australian resident companies which 
would otherwise be subject to withhold- 
ing tax, should be included in his assess- 
able income. This election would gene- 
rally be made when the non-resident 
considers that the deduction of with- 
holding tax is in excess of the tax which 
would be charged if he were assessed 
normally on the dividend. 

The election, which has to be made 
within one year after the income year 
in which the dividends were received 
(or within any extended time allowed 
by the Commissioner) must be accom- 
panied by a statement showing: 

(a) dividends subject to withholding 

tax. 
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(b) all other Australian income not 
included in a return lodged by 
him. 

(c) deductions claimed. 

With this information, the Commis- 

sioner may issue the normal assessment 
to the non-resident shareholder. 


Credit and Rebate when Election is 

Made 

The election to have the dividend in- 
cluded in the non-resident’s assessable 
income does not involve the exclusion 
of the dividend from the withholding tax 
provisions. As the withholding tax at 
the appropriate rate still has to be 
deducted from the dividend before it is 
paid, provision has been made for the 
tax so deducted to be offset against the 
normal tax charged. 


The election cannot be made in relation 
to some Australian dividends to the ex- 
clusion of others. If an election is made, 
all Australian dividends received by the 
non-resident will be included in his assess- 
able income. 

When this election is made, therefore, 
the withholding tax deducted from the 
dividends is allowed as a credit against 
the tax normally assessed on those divi- 
dends. 

It would not always be possible for the 
non-resident recipient of the dividend to 
determine whether an election would or 
would not be to his advantage, and in 
some circumstances it may be found 
that an election to have the dividends 
included in his assessable income appears 
to involve a greater tax liability than 
would have been the case if the election 
had not been made. 

If such a situation arises, the non- 
resident will be allowed a rebate of the 
amount by which the tax charged in his 
assessment exceeds what he would have 
paid if he had not made the election, 
viz., the sum of the withholding tax and 
the tax that would have been payable on 
a separate assessment based on his other 
Australian income, if any. 


Circumstances under which an election 
may be appropriate, are, for example: 


(a) Where the dividend is received by 
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a non-resident individual, and the 
amount of the dividend is so low 
that the rate of tax normally 
charged would be lower than the 
applicable withholding tax rate. 

(b) Where there are deductions ap- 
plicable to the dividend income 
which would have the effect of 
reducing the net taxable dividends, 
if the dividends were assessed 
normally. 


It is of interest to observe that, where 
in any year no Australian dividend is 
received by a non-resident, but he has 
incurred expenses which would have been 
an allowable deduction if he had received 
a dividend, and had elected to have the 
dividend included in his assessable in- 
come, such expenditure will be allowed 
as a deduction against his other Austra- 
lian income. If he has no other Aust- 
ralian income the expenditure will still 
be allowed as a deduction and may then 
produce a loss which will be carried 
forward under Section 80. In the absence 
of a specific provision to this effect, the 
expenditure would not be allowable, 
because if no dividend is received, no 
election is appropriate, and the expendi- 
ture relates to the type of dividends 
which are excluded from assessable in- 
come. 

Machinery Provisions 

The amendments to the Act include 
clauses relating to the liability of persons 
who fail to make deductions of with- 
holding tax from dividends, the right of 
the Commissioner to sue for the recovery 
of deductions made from dividends, the 
application of the withholding tax against 
any other income tax liabilities due, the 
liability of trustees and liquidators of 
companies and the amendment of assess- 
ments where an election has been made 
to include dividends in the non-resident’s 
assessable income. It is also provided 
that provisional tax shall not’ apply to 
dividends subject to withholding tax. 

NOTE: The provisions relating to the im- 
position and collection of the dividend _(with- 
holding) tax are to be found in new Division 
Il A of Part III of the Income Tax and Social 
Services Contribution Act (Sections 128A to 


128 E) and new Division 4 of Part VI of the 
Act (Sections 221 YJ to 221 YY). 
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Notes on Selected Tax Cases 


BETTING WINS 


An appeal from a decision of the 
Board of Review, to determine 
whether betting gains should be sub- 
ject to income tax, was held to be 
incompetent. 


The taxpayer for some years prior to 
1953 had carried on business as a regis- 
tered bookmaker. During the period of 
August, 1953 to May, 1954, however, 
he relinquished registration as a book- 
maker, as he had obtained a permit to 
train his own racehorses. 


In his return for the year ended 30 
June, 1954, the taxpayer disclosed an 
amount of £11,494 as winning bets, but 
£9,082 of this amount was claimed to 
be non-taxable. The balance was in- 
tended to represent profits made from 
starting price bookmaking. 


The Commissioner included the sum of 
£9,082 as assessable income, being part 
of the proceeds of his bookmaking busi- 
ness, and allowed deductions totalling 
£3,408 which included betting losses of 
£3,009. 

The objection to the Commissioner’s 
assessment was based on the taxpayer’s 
contention that the proceeds of winning 
bets did not arise from a business activity, 
but was “the result of a profitable pastime 
only”. The Board of Review agreed 
with the Commissioner’s view, and an 
appeal against the Board’s decision was 
made to the High Court. 

The High Court (Taylor J.) in Helton 
v. Federal Commissioner of Taxation 7 
A.I.T.R. 500 indicated that the questions 
to be decided were whether the amount 
of £9,082 arose from winning bets, and 
whether the bets were made as part of 
the taxpayer’s business activity, and 
decided that such were questions of fact. 
As no questions of law were involved, 
the appeal was dismissed on the ground 
that it was incompetent. Questions con- 
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cerning the inference to be drawn from 
the facts did not mean that any question 
of law was involved. 


Having thus disposed of the appeal, the 
Judge decided to express a view on the 
facts of the case. He found that, despite 
evidence given by the taxpayer and other 
supporting witnesses, the taxpayer had 
not established that the amount in dispute 
accrued in any other way than from 
winning bets. The absence of records 
relating to bookmaking activities, the fact 
that the source of large deposits into tax- 
payer’s bank account were not satisfac- 
torily explained, and the “confused and 
inconsistent” evidence given by the tax- 
payer, did not dispose the Court to 
acceptance of the taxpayer’s claim. 


SOCIAL CLUB AS SHAREHOLDER 


The Board of Review decided 
that a company owning property 
used by a social club was not a 
private company for the purposes of 
the Income Tax Assessment Act. 


The premises used by an _ unincor- 
porated social club were owned and 
maintained by a company formed for 
that purpose. Annual contributions were 
made by the club to the company to meet 
expenses; in 1952 and 1953 further 
special contributions were found to b& 
necessary, to meet the company’s com- 
mitments for rates, land tax, interest etc. 

The Commissioner treated the annual 
contributions as rent, and the special con- 
tributions as additional rent, and included 
the amounts in the company’s assessable 
income. Alternatively, the Commissioner 
considered that both contributions wert 
assessable as receipts from normal bus: 
ness activities. 

The company, on the other hand, 
while not disputing that the annual cot 
tributions were income receipts, sub 
mitted that the special contribution w2 
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a voluntary payment made by the club, 
and was not in the nature of income. 


This matter was dealt with by the 
Board of Review in 8 C.T.B.R. (N:S.) 
Case 74, which decided that the special 
contribution made by the club was re- 
ceived by the company in relation to its 
income-producing activities, representing 
a contribution to the ordinary expenses 
and outgoings incident to the ownership 
and management of land and premises 
for income production. The special con- 
tribution was therefore assessable income. 


The Commissioner had treated the 
company as a “private company”. As a 
consequence of including the special con- 
tribution as assessable income, a surplus 
arose from the operations of the 1952 
and 1953 years. No distribution was 
made by the company, so an “undistri- 
buted amount” was calculated, and un- 
distributed profits tax was charged, in 
addition to primary company tax. 

The company’s issued capital was 250 
£10 shares, 26 of which were held as to 
one each by 26 individuals, the remain- 
ing 224 being held by 22 members on 
behalf of the club, having been purchased 
from club funds. 


The Commissioner considered that the 
club and the 22 members holding shares 
on its behalf were one “person” for the 
purposes of Section 105(2), and that 
therefore less than seven “persons” were 
capable of exercising more than one-half 
of the voting power (Section 105 (1) (b) ) 
and less than seven persons held more 
than one-half of the company’s paid up 
capital (Section 105 (1) (c) ). 


Although the unincorporated club fell 
within the definition of “company” in 
Section 6, the Board, by majority, decided 
that the 224 shares registered in the 
names of the 22 members were held in 
trust not for the unincorporated body, 
since it had no legal existence apart from 
its members, but were held in trust for 
the individual members of the club who 
from time to time belonged to it. Each 
of those shareholders was accordingly 
held to be a nominee of the 900 indi- 
vidual members of the club, and thus the 
company did not fall within the definition 
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of a “private company” by reason of the 
application of Section 105(1)(b) or 
105 (1) (c). 


COMPENSATION FROM GERMAN 
GOVERNMENT 


Periodical payments received from 
the German Government as com- 
pensation for the loss of the right 
to practise as a lawyer, were treated 
as assessable income. 


During the years 1919 to 1933 the 
taxpayer practised as a lawyer in Ger- 
many, earning the equivalent of about 
£A3,000 annually. A decree of the 
Hitler regime denied to him the right to 
practise, and after a period in a con- 
centration camp he was permitted to 
leave Germany, arriving in Australia in 
1939. 

The German Government in 1953 
passed the Compensation and Restitution 
Act, which provided for compensation to 
be paid to persons who had suffered per- 
secution and loss under the Nazi regime. 

The taxpayer engaged a lawyer in 
Germany to negotiate with the reparation 
authority, and as a result an offer was 
made to pay the taxpayer 25,000 marks 
as compensation for “damage to occupa- 
tional and economic advancement”. 


That offer was not accepted, but 
instead, following upon further negotia- 
tions, the taxpayer was paid 6,000 marks 
and an annuity of 500 marks monthly 
from 1 November, 1953. The monthly 
payment was later increased to 600 
marks. An amount of 16,000 marks 
(equivalent to £A1,698) was received 
during the year ended 30 June, 1956, 
representing the annuity of 500 marks 
per month for the period 1 November, 
1953, to 30 June, 1956. The Commis- 
sioner included this amount as assessable 
income; it was not subject to tax in Ger- 
many. Incidentally, the lump sum com- 
pensation of 6,000 marks was not treated 
as assessable income. 

For the taxpayer, before the Board of 
Review in 8 C.T.B.R. (N.S.) Case 73, it 
was contended that the payments repre- 
sented compensation for the loss of the 
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right to carry on the remunerative prac- 
tice of his profession, thus imvolving the 
loss of a capital asset, and therefore the 
amounts received were of a_ capital 
nature. 


Alternatively, it was claimed that if 
the annuity was assessable, the amount 
of 25,000 marks which the taxpayer 
refused as lump sum compensation should 
be treated as the “purchase price” of the 
annuity, and deductions under Section 
26 (c) should be allowed. 


Legal expenses incurred were also 
claimed as a deduction, should the 
periodical payments be regarded as in- 
come. 


The Board of Review decided that the 
amounts received had all the character- 
istics of an annuity, and should be subject 
to tax under Section 26AA. The tax- 
payer had the choice of one of two 
methods of payment of compensation, 
and chose the income for life rather than 
the capital sum. It was observed that if 
the amount of 25,000 marks had been 
accepted as settlement of his claim for 
compensation, that amount would pro- 
bably not have been subject to tax. The 
periodical payments did not represent 
the compromise of a capital debt, and the 
fact the payments were not taxable in 
Germany was of no consequence in 
determining the treatment for Australian 
tax purposes. 

The Board considered that it was “idle 
to suggest” that the capital sum of 25,000 
marks, refused by the taxpayer, could 
be regarded as the “purchase price” of 
the annuity; the taxpayer did not at any 
time receive or pay 25,000 marks. 


The legal expenses were held to repre- 
sent a payment “once and for all and 
towards securing to the taxpayer an ad- 
vantage or benefit of an enduring nature”, 
and were thus expenditure of a capital 
nature, not allowable under Section 51. 


The taxpayer’s claims therefore, were 
rejected on all points. 


The taxpayer has lodged notice of 
appeal to the High Court against the 
decision of the Board of Review. 


a4 


SALES TAX 
Delivery Vans 


HE rate of sales tax applicable tp 

commercial vehicles which are readily 
convertible to station waggons has bee 
increased from 16% per cent to 30 pe 
cent. 

Sales tax is charged at 30 per cent op 
motor cars designed primarily and prin 
cipally for the transport of persons, 
including station waggons and estate car 
Delivery vans, however, are subject » 
tax at the rate applicable to commercial 
vehicles, i.c. 16% per cent. 


Certain vehicles, similar in appearance 
to the station waggon or estate car, but 
fitted internally to be suitable for use 4 
delivery vans, have been sold as com- 
mercial vehicles, and at the time of sak 
the appropriate sales tax rate was 16} 
per cent. 


The Tax Commissioner was aware, 
hewever, that for these vehicles a con 
version kit was available to transfom 
them into station waggons, and accord- 
ing to the statement made by the Federal 
Treasurer, “no less than 85 per cent of 
the vehicles sold are converted”, some- 
times by the user but more often by : 
retail motor car service station. 


The conversion kit was also subject 
sales tax at 16% per cent (the rate applic 
able to parts for motor vehicles) and a 
30 per cent on the charge for conversion 
made by a service station. 


By this means, said the Treasurer, “i 
has been possible to obtain a fully finished 
station waggon subject to considerably 
less tax (£188 in some instances) than 
intended to apply to such vehicles”. 


The Sales Tax Exemptions and Class: 
fications Act has now been amended t 
include in the Fifth Schedule (rate 30 
per cent) “motor vehicles that are 
constructed as to be capable of beim 
readily converted (whether with or with 
out the addition of seats or other fittings 
into sedans, station waggons, estate ca 
or vehicles similar in design to stati 
waggons or estate cars”. 
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REGISTER OF MEMBERS 


Listing the names of members of the 
Australian Society of Accoustants and of 
The Australasian Institute of Cost Accountants 
who have been advanced recently in status 
with the names of new members and those 
whose names fer various reasons have been 
removed from the registers. 


Australian Society of Accountants 


VICTORIA 


Provisional Associates: 
Miss; Poon, M. M. C. Miss. 

Associates. Anderson, G; Barker, D. J.; 
Beck, A. R.; Bryce, T. R.; Collins, J. J.; 
Cooper, P. B.; Cox, J. L.; Dodson, C. W. G.; 
Everett, R. E.; Fyffe, J. A.; Huxtable, J.; 
Kelly, K. W.; Lynch, M. W.; Matthews, R. E.; 
Murgatroyd, W. N.; McDougall, M. G-.; 
McDowell, I.; Powell, R. H.; Redmond, T. J.; 
Wall, B. K.; Watson, R. A.; White, J. P.; 
Wilkinson, S. G. 

Advanced to Associate: McKay, R. A; 
Nash, K. J.; Nicholson, J. B.; Tucker, R. L. 

Removed from Register: Deceased: Hosie, 
W. R.; Pickworth, C. L.; Staley, E. H. 
Resigned: Allen, C. H.; Anthony, N. V.; 
Bale, R.; Sinclair, A. A.; Walsh, J. P. 


NEW SOUTH WALES 

Adams, R. J.; 
Edwards, W. H.; 

Grincelis, T.; Ho. 


Milindayanij, C. 


Provisional Associates: 
Conner, R. M.; Dunne, T. J.; 
Fehon, A. J.; Geldens, J.; 
M. C.; Prosser, L. J. 

Associates: Alford, A. B.; Audsley, A. R.; 
Beech, B. J.; Bell, S. R.; Block, N. L. J. Miss; 
Blomfield, W. J.; Bolton, R. H.; Burns, J.; 
Cameron, E. C.; Cameron, E. D.; Campbell, 
C. R.; Charles, V. A. Miss; Chave, C. F.; 
Couch, J. J.; Cox, B. A.; Davies, K. G.; 
Downer, A. L.; Dunkley, D. J.; Ellis, E. B.; 
Fitzgerald, W. M.; Foster, F. S.; Fowlstone, 
J. H.; Fox, J. W.; Friend, J. C.; Gattas, R. E.; 
Genders, C. J.; Johnston, I. R. S.; Jurd, B. G.; 
Lee, B.; Lynch, E. K. M.; MacDougall, D. C.; 
Mulvey, J. D.; McCarthy, S. J.; McClean, P.; 
McLardie, F. W.; McLaughlin, G. 
Peacock, M. J.; Putt, E.; Rheinberger, P. G:: 
Robinson, L. O.; Schebesta, A.; Shedden, C. 
M.; Smorti, A. K.; Urane, W.; Veldrums, 
V. A.; Ware, P. J. 

Advanced to Associate: 
Henderson, N. J.; 
Rice, B. M.; 

Advanced to Fellow: 
&. €. 


Hamilton, G.; 
Ide, A. H.; Paine, J. R.; 
Tedeschi- Roberts, R. A. 


Moon, J. C.; Olsson, 


Removed from Register: Deceased:— 
Campbell, R. L.; Crewes, W. W.; Evans, J. 
H. T.; Ives, J.; Lasko, C. H.; Noon, E. F.; 
Scott, G. S.; Smith, H. Y. Resigned: Bennett, 
e is Broinowski, 5. Hi Cospmve, C. 3.; 
Crispin, W. L... K.; Denham, R. A.; Fellows, 
G. N. H.; Gentle, L. C; Griffiths, J. T.: 
Harris, K. H.; Henderson, J. G.; Lane, E. J. 
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QUEENSLAND 


Associates: Bowen, W. O. E.; Browne, L. 
W.; Dalseno, P.; Dwyer, P.; Fagg, L.; Horne, 
c. 'C:; Shaw, R. V. 

Advanced to Fellow: Ward, R. F. A. 

Removed from Register: Deceased: Colles, 
G.; Walker, M. R.; Wilson, N. Mcl. 


WESTERN AUSTRALIA 


Provisional Associates: Barnett, E. T. J.; 
Brune, S. R.; Chew, K. S.; Cooke, J. R.; 
Jackson, J. A. Miss; Lim, C. K.; Loke, K. M.; 
Markandoo, J.; Neo, T. H. 

Associates: Crowe, W. J.; Dymock, P. E.; 
Ellis, M. M. Mrs.; Finnegan, R. B.; Marshall. 
R. A.; Newman, R. J.; Oates, E. R.; Pascoe, 
L. B.; Pegg, E. B.; Pember, W. S.; ‘Warham, 
J. W.; Waterhouse, F. McC.; Wells, A. McG.; 
Wood, P. B.; Young, R. L. 

Removed from Register. Deceased: Moylan, 
K. F. Resigned: Atherden, W. A.; Casey, F. 
J.; Muldownie, R. M. Mrs.; Sinclair, A. D.; 
Slattery, J. 

SOUTH AUSTRALIA 


Associates: Abraham, J. S.; Arndt, B. O.; 
Barrington, N. J.; Bowes, J. D.; Byrne, K. A.; 
Coleman, M. T.; Curtin, J. F.; Evans, B. N.; 
Hattam, J. D.; Hedge, K. D.; Landers, P. E.; 
Lapthorne, J. A.; Lee, D. C.; Munt, C. C.; 
Reynolds, L. E. Miss; Rogers, J. N.; Sharman, 
P. W.; Watts, W. F. 

Advanced to Associate: Lock, B. C.; Miller, 
i ae 

Advanced to Fellow: Dunkley, J. F. 

Removed from Register: Deceased: Abbott, 
G. L. Resigned: Dobbs, J. G.; Hosking, G 
E.; Hotson, S. A. 


The Australasian Institute of 
Cost Accountants 


VICTORIA 


Provisional Associates. Burrows, K. W.; 
Nec K. J: Sleds, L. 3: Walker, J. S&S; 
Wong, S. P. 

Associates: Barnett, R. A.; Cameron, B. B.; 
Doery, E. K.; Doig, A. A.; Gittus, L A,; 
Hart, F.; Hoyle, L. W.; Moysey, R. W.; 
Paul, S. J. Miss; Shearer, R. A.; Williams, 
M. I. 

Fellows: Goldberg, L.; Sharp, R. S. 

Advanced to Associate: Cruickshank, J. A. 

Advanced to Fellow: James, A. G. 

Removed from Register: Resigned:— 
Holding, F. E. 


SOUTH AUSTRALIA 
Provisional Associate: Butler, G. R 
Associate: Parrington, M. K. 
Fellow: Dunkley, J. F. 

OVERSEAS 


Removed from Register: 
Moxon, L. R. 


Resigned:— 
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Recent Legal Decisions 


Attestation by Beneficiary 


The testator in In re Royce’s Will 
Trusts provided that in certain 
events (which had happened) his 
trustees were to be paid remunera- 
tion for their services, and that any 
executor or trustee for the time 
being should be entitled to charge 
for his services. After proving the 
will, one of the two executors and 
trustees appointed by it died, and 
the surviving trustee appointed in 
the place of the deceased trustee a 
solicitor who had witnessed the 
will. The question then arose 
whether, in view of the provisions 
of the Wills Act rendering void 
gifts to an attesting witness, the 
solicitor so appointed was entitled 
to the remuneration referred to. 


Wynn-Parry, J., held (1958) 3 W.L.R. 
676 that he was not. (This decision was 
noted in this column in June, 1959 at 
p. 350. His decision has now been re- 
versed on appeal by the Court of Appeal 
(1959) 3 W.L.R. 254. The Master of 
the Rolls pointed out that to deny the 
solicitor a right to benefit under the 
will, as had been done, was to make the 
relevant provision of the Wills Act read 
as though it said, “If any person shall 
attest the execution of a will he shall 
not thereafter take any benefit there- 
under.” But that is not what the section 
says. It runs, “If any person shall attest 
the execution of any will to whom... 
any beneficial interests . . . shall be 
thereby given . . .” then such beneficial 
interest shall be void. This statutory 
requirement points to an enquiry at the 
date when the will is being attested, and 
one has to ask, at the time of attestation, 
has any beneficial interest been given to 
the attesting witness under the instrument 
the execution of which he is going to 
attest? Plainly, in the case of the solicitor 
appointed by the surviving trustee, the 
answer to this question was in the nega- 
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tive; his interest under the will arose 
later, and more or less accidentally; it 
did not arise from anything done or 
expressed by the testator, but by virtue 
of his subsequent appointment by the 
surviving trustee. 


The real object of that provision in 
the Wills Act, and its predecessors, said 
Lord Evershed, was to protect a testator 
who was not capable of exercising 
judgment from being imposed upon by 
someone who came and presented him 
with a will for execution under which 
the person in question was himself sub- 
stantially interested. That object could 
not be achieved if the section were con- 
strued so as to disqualify someone who, 
at the time he witnessed the execution 
of a will, had no interest whatever under 
it as it stood, and only became interested 
under it by some later, and almost 
accidental, event. 


Misdelivery by Carrier 


The facts in Sze Hai Tong Bank 
Ltd. v. Rambler Cycle Co. Ltd. 
(1959) 3 W.L.R. 214 were, briefly, 
as follows. Cargo had been shipped 
to Singapore under a bill of lading 
which required the goods to be 
delivered to or to the order of the 
consignors. On arrival there, the 
goods were wrongly released by the 
carrier’s agent to the consignee 
without production of the bill of 
lading being either sought or ob- 
tained. When the consignors, who 
had not been paid, discovered this, 
action was brought against the 
shipping company for damages for 
breach of contract or, in the alter- 
native, for conversion. 


The shipping company, while admit- 
ting that the goods should not have been 
released without production to them of 
the bill of lading, said that that was the 
usual practice and, more important, they 
claimed to be protected by a clause m 
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the bill of lading which provided that 
“the responsibility of the carrier, whether 
as carrier Or custodian or bailee of the 
goods, shall be deemed to commence 
only when the goods are loaded on the 
ship and to cease absolutely after they 
are discharged therefrom.” 


The fact that it was common practice 
to release goods without requiring the 
bill of lading to be produced did not, 
of course, absolve them from liability for 
failure to observe the terms of the con- 
tract. The contract required them to 
deliver the goods to the consignors or 
their order, and this had not been done. 
There was, therefore, no question that 
the delivery actually made was a breach 
of contract, and it was equally clear that 
in delivering the goods to a person not 
entitled to receive them the shipping 
company became liable in conversion. 
The only question was, was the exempt- 
ing clause in the bill of lading wide 
enough to protect the shipping company? 
The Privy Council held, affirming the 
Court of Appeal of Singapore, that it 
was not. 


On its face, the exempting clause was 
extremely wide, but it had to be qualified 
because it was so wide as to run counter 
to the main object and intent of the 
contract. One of the main objects of the 
contract was the proper delivery of the 
goods to or to the order of the consignors 
against production of the bill of lading; 
this object would be utterly defeated if 
the shipping com>any was at liberty to 
deliver the goods to someone not en- 
tiled to them without being liable for 
the consequences. Hence, the clause 
had to be limited to the extent necessary 
to enable effect to be given to the main 
object and intent of the contract. Once 
that was recognised, the fundamental 
breach of contract committed by the 
shipping company could not be excused 
under the exemption clause. No one 
can deliberately disregard one of the 
Prime obligations of a contract and then, 
when sued, successfully shelter behind a 
wide exemption clause. 


Consequently, judgment was given 
against the shipping company. 
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Majority Reqauired—But of Whom? 


Knowles v. Zoological Society of 
London (1959) 2 All E.R. 595 
although concerned only with the 
true meaning to be given to a few 
words in the charter of the society 
in question, is interesting as showing 
how desirable it is, when speaking 
of a “majority”, to make plain who 
constitute the whole by reference to 
which that majority is to be cal- 
culated. 


The society was empowered by its 
by-laws to alter them “if the majority of 
fellows (i.e., fellows of the society) shall 
vote in favour” of the change. The total 
number of fellows exceeded 7,000, an 
unascertainable number of whom were. 
under the rules, probably disqualified 
from voting at meetings of the society, 
either because they were in arrears with 
their subscriptions or because, being 
absent from the country, they were not 
entitled to receive notices of meetings 
so that they would be unaware of a 
proposed meeting anyway. 


A meeting was summoned to change 
the by-laws. It was attended by 3,034 
fellows either in person or by proxy. Of 
these, 1,788 voted in favour of the 
change, and 1,227 opposed the resolu- 
tion; eighteen fellows did not vote and 
the vote of a nineteenth was disallowed. 
The resolution was declared carried, 
whereupon the plaintiff sought a declara- 
tion that the resolution adopting the new 
by-laws was invalid. The ground on 
which he relied was that such a change 
required a “majority of fellows entitled 
to vote”; this meant a majority of all 
the fellows of the society who were not 
for any reason disqualified from voting. 
Although the precise number of qualified 
persons could not, as already pointed 
out, be accurately determined, a majority, 
on the plaintiff's argument, would be 
somewhere in the vicinity of 3,500. 


The contrary argument was that the 
by-law which referred to a “majority of 
fellows entitled to vote” should be inter- 
preted as though it read “ a majority of 
fellows at the meeting and entitled to 
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vote”; on this footing, there was a 
majority of some 560 in favour of the 
resolution, which was therefore valid. 


The Court of Appeal, reversing 
Vaisey, J., held that this latter meaning 
was to be preferred. In view of earlier 
provisions in the society’s charter, which 
referred to special resolutions as those 
passed by a three-fourths majority of 
those persons present at the meeting and 
entitled to vote, this construction of the 
words in question was a permissible one, 
and, having regard to the inconvenience 
which would follow from the adoption 
of the meaning contended for by the 
plaintiff (for it would not be practicable 
in the circumstances to know which 
fellows were disqualified either by ab- 
sence from the country or by reason of 
being in arrears with their subscriptions) 
it was the one which should be adopted. 
Therefore the resolution was held to 
have been validly passed. 


Honest Belief in Truth of False 
Statement 


In the great case of Derry v. 
Peak (1889) 14 App. Cas. 337 
the House of Lords laid down that 
to succeed in an action for damages 
for fraud actual fraud had to be 
proved against the defendant. This 
may be proved by showing either 
that the defendant knowingly made 
a false representation, or that he 
made it without believing it to be 
true, or recklessly, without caring 
whether it was true or false. It was 
also laid down that mere proof of 
the absence of reasonable grounds 
for the belief does not necessarily 
prove fraud, for the person making 
the statement may honestly believe 
it to be true. 


The fact that the defendants in 
Akerhielm & Anor. v. de Mare & Anor. 
(1959) 3 W.L.R. 108 were held to have 
honestly believed a representation made 
by them to be true, although it was in 
fact untrue, afforded a complete answer 
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to an action for deceit brought against 
them by the plaintiffs. 


There, the plaintiffs had invested 
money in a private company in response 
to a circular letter sent to them vy the 
defendants. The circular contained 
statements, one of which was sub- 
sequently held to have been untrue, and, 
when the company failed and _ the 
plaintiffs lost their money, they claimed 
damages for deceit. The trial judge held 
that the defendants honestly believed that 
the alleged false statements were true at 
the time of issuing the circular, and 
dismissed the claim. On appeal, the 
Court of Appeal for Eastern Africa 
reversed this decision, substituting for the 
view of the trial judge their own view, 
that the defendants had not honestly 
believed in the truth of the false state- 
ment, but this was in turn reversed by 
the Privy Council, which restored the 
decision of the trial judge. The triad 
judge had seen and heard the witnesses, 
and it was thus not open to the Court 
of Appeal to substitute their view as to 
the witnesses’ credibility for his. 


The Board also discussed the question 
of “honest belief’, and in particular 
criticised the view of the Court of Appeal 
that the representation complained of 
had to be interpreted according to the 
ordinary meaning of the words used. The 
proper test to apply in determining 
whether the defendant in an action of 
this sort honestly believed the represen- 
tation to be true is to ask whether he 
honestly believed it to be true in the 
sense in which he understood it, notwith- 
standing that his understanding may have 
been erroneous (but if the defendant 
attributes to the representation a very 
far-fetched meaning, one that no reason- 
able person could attach to it, that may 
be evidence on which to hold that be 
could not have had an honest belief in 
its truth.) 


All of which goes to show how heavy 
is the onus of proof on a plaintiff who 
seeks to succeed in an action for damages 
for fraud. 
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Current Problems Discussed in 
Overseas Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Inventory Management 


Three of the papers presented at the 
1959 Conference of the N.A.A. dealt 
with inventory control and are published 
in the N.A.A. Bulletin, September. A. 
T. Smith gives an account of “An Appli- 
cation of Operations Research Ap- 
proach” to the problem, W. Evert Welch 
discusses “Statistical Inventory Control”, 
while Le Roy S. Doster considers “Sup- 
plics Inventory”. In the N.A.A. Bulletin, 
October, R. L. Van De Mark, “Better 
Inventory Classification with Less 
Work”, explains how the use of “econo- 
mical lot-sizes” makes possible auto- 
matic inventory classification for control 
purposes and has the added benefits of 
lower costs and simplification of systems. 


| Leases 


The pros and cons of leasing rather 
than owning relatively short-term fixed 
assets are considered by C. J. Smith, 
“Shall We Own or Lease our Automo- 
biles and Trucks”, in the N.A.A. Bulle- 
tin, September. The advantages and 
disadvantages of leasing equipment are 
also considered by F. T. Knouss, “You 
Can Rent It—But Should You?” in the 
N.A.A. Bulletin, October. 


Management Accounting 


In The Accountant, 26 September, 
M. A. Fiennes poses the question, “What 
ought a Managing Director to Require 
from Management Accounting?” The 
four requirements he considers as the 
aiswer are that it should be (i) simple 
and intelligible, (ii) not too expensive, 
(iii) rapid and (iv) treated as a means 
to the end of controlling the execution 
of management’s plan of activities in all 
Its details, 
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In “Some Aspects of Management 
Accounting”, an article by J. R. Leitch 
in The Accountants’ Magazine, October, 
the author commences by discussing his 
conception of the four major areas of 
activity in which the industrial account- 
ant’s responsibilities lie and then pro- 
ceeds to discuss some of the problems 
and situations which provide an avenue 
through which the accountant can assist 
management. 


Office Management 


One aspect of expenditure which is 
sometimes neglected when examining the 
cost structure of an enterprise is that of 
clerical routines, the form of record and 
the need for them. A reminder of the 
importance of scrutinising such items is 
given by J. S. Craig, in “Office Organi- 
sation and Methods”, The Accountants’ 
Magazine, August. Without attempting 
a complete exposition he indicates the 
need and work of an organisation and 
methods department, emphasising the 
necessity for analysis, imagination and 
tact if it is to perform its function effec- 
tively. 


The N.A.A. Conference Proceedings 
published in the N.A.A. Bulletin, Sep- 
tember, included two papers on tech- 
niques for lightening the load of paper 
work. B. S. Graham deals with “Work 
Simplification and Integrated Systems”, 
and F. W. Kahrl presents a case study 
on the subject of paper-work reduction. 
In the N.A.A. Bulletin, October, E. R. 
Fish, “Do-it-yourself Work Simplifica- 
tion Will Get it Done”, puts forward the 
view that those who work with the pro- 
cedures of an organization can be in- 
spired to suggest and apply continuous 
improvement. 
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Profit Planning 


The Controller, September, contains 
a paper by W. Norman Mitchell entitled 
“Setting the Stage for Profit Making”, 
dealing with the problem of keeping the 
cost factors of an enterprise in balance 
and consistent with income, so that the 
return on investment may not be squeezed 
to vanishing point. The author questions 
whether management in general is suf- 
ficiently profit conscious, emphasises the 
view that profits are the wages of owner- 
ship, and expresses the opinion that 
profit awareness must be thought about, 
planned and worked for. 


Price-Level Changes 


“Depreciation—Concept and Measure- 
ment” is the title of an article by William 
A. Paton in The Journal of Accountancy, 
October. The author, while agreeing 
that the accrual of depreciation is not 
equivalent to providing for replacement, 
disagrees with those who argue that de- 
preciation has nothing to do with replace- 
ment. He contends that, in a period 


of inflation, depreciation charges based 


on historical cost are likely to mislead 
both management and investors so that 
adequate provision for replacement may 
not be made. He suggests that there is 
evidence of an unfavourable attitude 
towards accountants because of their 
failure to deal with the problem of 
changing price levels and urges the pro- 
fession to insist on the preparation of at 
least supplementary statements in terms 
of common dollars. 


Pricing Policy 

In The Canadian Chartered Account- 
ant, September, J. Wilson Blodgett has 
written an article, “Pricing a New Pro- 
duct”, which deals with the problem of 
profit maximization through the medium 
of price. The price-volume relationship 
becomes a more essential aid to manage- 
ment in a buyer’s market than in the type 
of business climate enjoyed in the imme- 
diately post-war years. Thus, cost, still 
a factor of strong influence over broad 
industry levels, is not as dominant as 
demand in determining the prices of the 
individual firm within that industry 
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Several examples of pricing a produg 
under differing market structures ar 
given. 


John E. Burke in the September issue 
of The Controller, in a paper entitled 
“Pricing Your Product for Profit” dis. 
cusses the role of management in the 
fields of pricing policy and profit deter. 
mination. He makes some pertinent 
comments concerning the term “fair 
price” and about how the price of a 
product or service may be determined. 
In his opinion most well-managed com- 
panies have well-defined advertising, 
product and customer policies, whereas 
pricing all too often represents a patch- 
work of ad hoc decisions. 


Return on Investment 


In a paper entitled “Return on What 
Investment?”, published in The Control. 
ler, August, James B. Weaver examines 
the frequently used return-on-investment 
method of reaching a decision on pro- 
posed new capital investment. His paper 
is concerned with the factors which should 
be given consideration in determining 
what investment should be the denomi- 
nator for the efficiency equation on 
recovery of the investment. His prefe- 
rence is for the “incremental approach”, 
which considers existing investment as 
sunk costs, and attempts to make a 
decision on changes in future income 
arising from the proposed investment 


Small Business 


In The Canadian Chartered Account- 
ant, August, Donald M. Gordon, “Help- 
ing Small Business with the Budget’ 
recognises the growing need for manage: 
ment service even in the small business 
He shows, briefly, the need to persuade 
management to introduce such aids % 
budgeting and claims that these can be 
part of the service rendered by the public 
accountant and need not be left to the 
so-called specialist. 


Harvey O. Edson, in “The Applice- 
tion of Return on Investment to Pro 
duct-Pricing”, an article in The Control- 
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ler, October, discusses the effective use 
of return on investment formulae in de- 
termining prices. He issues the caution 
that return on investment analysis should 
not be undertaken for unit-pricing un- 
less there is in operation a cost system 
which provides reasonably accurate data 
by individual products and that, even 
where applicable, this approach pro- 
vides, not an absolute result, but meas- 
ures for substantiating judgments in 
pricing policy. 

“The Measurement and Utilization of 
Capital Employed” is the title of a paper 
by James M. S. Risk appearing in The 
Accountant, 24 and 31 October. After 
postulating that one set of accounts or 
one basis of preparation is not adequate 
to satisfy all purposes of accounting 
statements, he indicates some of the 
problems involved in measuring the 


capital employed and the profit earned. 
in calculating the return on investment 
and in assessing the degree of utilization 
of capital employed. 


Taxation 


John E. Sands has written an article 
in the September issue of The Canadian 
Chartered Accountant, entitled “De- 
ferred Tax Credits are Liabilities”, which 
is an interesting contribution to the con- 


troversy regarding the influence of taxa- 
tion on generally accepted accounting 
principles. 

A. W. Nelson, in an article entitled 
“Taxing Capital Gains”, in The Account- 
ants’ Journal (U.K.), October, critically 
discusses the idea of levying a capital 
gains tax. He suggests that accountants, 
in view of their experience with matters 
of taxation, are in a strong position to 
foresee difficulties of application of such 
taxes, possibilities of injustice arising, 
and the possible extent of gain to the 
revenue; and that they have, in fact, a 
duty to make their opinions on these 
matters known. 


Valuation 


“How to Value a Privately Owned 
Business” is the title of an article by 
George Owens in The Canadian Char- 
tered Accountant, September. Several 
accepted methods of valuation are re- 
viewed, each of which may be appro- 
priate under different circumstances. 
However, would-be valuers are warned 
that valuations are rarely, if ever, com- 
pletely mechanical. Business values, 
like those of exchangeable securities, 
fluctuate regularly and consistently for 
a variety of reasons. 
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Letter to the Editor 





“THE DISMAYED TAXPAYER” 


The Editor, Sir— 

May I, as a student, be permitted a word 
or two in appreciation of that excellent little 
gem by “F.A.S.A.” in the November issue 
of “The Australian Accountant”. “A.A.S.A.” 
who took him to task for highlighting our 
obligations, should thank God that there are 
men of the calibre of “F.A.S.A.” in the pro- 
fession—in fact there are not nearly enough 
like him around in any walk of Australian 
life. Such men appreciate and understand the 
fundamentals of a society that seeks to care 
for the less fortunate members of that so- 
ciety, and I do not use the term “less for- 
tunate” in a derogatory sense either. 

Sure we all know of cases where the recipi- 
ent of the pension liquidates the money, or 
the mother of ten who uses child endowment 
to pay the T.V. instalment man instead of 
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the grocer, but in between there are the pen- 
sioners and the little mothers who use the 
money as it was intended to be used. 

In the final analysis, a free society must 
rely on its members—or the majority anyway 
—to play the game. When any society ceases 
to do this it is no longer free. 

We all appreciate that the Act, [Income 
Tax] in parts, appears, to say the least 
difficult (especially to students). Seriously 
though, is the Act all that bad? 

A budget must have income of a certain 
magnitude to make it (the budget) work. A 
private organisation relies, of necessity, on its 
products and sales force to bring in sufficient 
income. The Federal Administration must fall 
back on the Act, and if the composition of 
the Budget is bad, either morally or finan- 
cially, is it the fault of the Act? As for the 
Act providing “a rich field for litigation”, 
is not that the reason why Section 23q has 
to be “insolently poker faced”? 


“STUDENT” 
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NEWS AND NOTES 


Australian Society of 
Accountants 


QUEENSLAND 


February Activity 

The February monthly meeting of members 
was held at the new venue for such meetings, 
the air-conditioned room at Manufacturers 
House, 375 Wickham Terrace, Brisbane. 
Seventy-five members were present. The 
speaker on this occasion was Mr. E. N. Jobst, 
F.A.S.A., conveyancer of the Supreme Court 
of Queensland, and assistant manager for 
Queensland of the Union Trustee Co. of Aus- 
tralia Ltd., who spoke on “Wills—Some Prob- 
lems and Pitfalls’. Mr. Jobst covered the 
subject under such headings as Historical 
Aspects of Wills, Problems of Revocation 
and Laws against Perpetuities and Accumula- 
tion. 


Punched Card Group 

Meetings of this group were held on 26 
January and 23 February at the offices of 
the Southern Electric Authority of Queens- 
land, Brisbane. In the discussion of the topic 
“Stores Control by Punched Cards”, con- 
sideration was given to such _ preliminary 
factors as documentation, methods of coding, 
pricing and balancing. The machine pro- 
cedures to be employed to provide the re- 
quired results, were discussed. 


Practising Accountants’ Group 

Aspects of the Income Tax Act were dis- 
cussed at the informal open forum of the 
Practising Accountants’ Group at its meetings 
on 25 January and 7 March. The new pro- 
visions of the Hire Purchase Act of 1959 were 
also discussed at the January meeting. 


Local Government Auditors 


The secretary of the Local Government 
Auditors Board has given notice that an ex- 
amination for the Certificate of Local Gov- 
ernment Auditor under “The Local Govern- 
ment Acts, 1936-1959” will be held on Friday, 
10 June, 1960. The closing date for applica- 
tions is 10 May 1960. Application forms and 
further information may be obtained from the 
Secretary at Box 676K G.P.O. Brisbane. 


MACKAY GROUP 


A discussion group of Society members in 
Mackay was formed at a meeting on 7 Jan- 
uary. The meeting, convened by Mr. C. Poole 
of Mackay, was attended by 26 members 
who heard an address by Mr. A. S. Donnelly, 
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vice-president of the Queensland division of 
the Society on the subject “The Written Word 
—An Accountant’s Best Friend”. At a com- 
mittee meeting of the group on 13 January, 
Mr. Poole was elected chairman and Mr. V. 
C. Brake, hon. secretary. The second meeting 
was held on 18 February, when Mr. T. G. 
Johnston, A.A.S.A., A.C.A.A., spoke on “Cost- 
ing in a Sugar Mill”. 


LOWER BURDEKIN STUDY GROUP 


At the February meeting of the group at 
Ayr, Messrs. D. Cormack, D. Dawson and 
F. Fahey led discussion on the subject, “The 
Problems of a Public Accountant and His 
Place in the Community”. 


Personal 

Mr. C. E. Smith, F.A.S.A., hon. secretary 
of the Townsville branch of the Society ad- 
mitted Mr. F. C. B. Haly into partnership 
as from 1 January. The public accounting prac- 
tice will continue in the name of Messrs. C 
E. Smith and Co. 


Mr. R. H. Miller, A.A.S.A. was appointed 
Queensland Commissioner of Stamp Duties 
from 1 January, 1960. 

Her Majesty the Queen recently promoted 
Mr. W. C. L. Howell, F.A.S.A., to officer in 
the Order of the Hospital of St. John of 
Jerusalem. The award was made for service 
to St. John Ambulance, the Q.A.T.B. and the 
Royal Flying Doctor Service. 


NEW SOUTH WALES 


Annual Divine Services 

The seventh annual Divine Services of the 
accountancy and secretarial professions i 
New South Wales were held in St. Andrew's 
Cathedral and St. Mary’s Cathedral on 2 
February. The Service at St. Mary’s Cathedral 
commenced at 5.40 p.m. and was arranged 
by the Accountants and Secretaries’ Guild of 
St. Vincent de Paul. 


The Service at St. Andrew’s Cathedral, which 
commenced at 5.30 p.m., was attended b 
His Excellency, The Governor of New South 
Wales, Lieutenant-General Sir Eric Wood- 
ward, K.C.M.G., C.B., C.B.E., D.S.O. The 
Dean of Sydney, The Very Reverend E. A 
Pitt, M.A., conducted the Service and the 
Lessons were read by Mr. R. D. Field, 
A.A.S.A., chairman of the New South Wales 
Branch Council of The Chartered Institute of 
Secretaries and Mr. H. L. Thomas, A.A.S.A. 
F.C.A.A., president of the New South Wales 
Division of The Australasian Institute of Cost 
Accountants. The Reverend K. L. Loane, 
Th.L., A.A.S.A., Rector of Northbridge, com 
ducted prayers, and the address was given by 
The Reverend Dr. E. H. Watson, L.Th., pres 
dent of the New South Wales Council of 
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Churches and director of Evangelism, The 
Baptist Union of New South Wales. At the 
conclusion of the Service, presidents of the 
Institutes and their wives were presented to 
His Excellency. 


Utecom Computing Laboratory Courses 


Through the Institute of Nuclear Engineer- 
ing, the School of Electrical Engineering of 
the University of New South Wales will con- 
duct a new course—‘High Speed Digital Com- 
puting”. 

The course will be of eight weeks’ duration 
beginning on Tuesday, 15 March, 1960. The 
two-hourly lectures will be held on both Tues- 
days and Thursdays, lecture hours being 4.30 
to 6.30 p.m. After the first few weeks there 
will be an extra hour of practical work each 
Tuesday and Thursday at either 3.30 to 4.30 
p.m. or 6.30 to 7.30 p.m. The enrolment fee 
is £21.0.0. 

In addition, the University of New South 
Wales will be conducting a course entitled 
“Mathematics for the Application of Digital 
Computers’, of eight weeks’ duration, during 
the second term, and a further course on 
“High Speed Digital Computing” during third 
term. 

All enquiries and requests for enrolment 
forms should be addressed to the Accountant, 
University of New South Wales, Box 1 P.O., 
Kensington, N.S.W. 


Personal 

The accountancy practice previously con- 
ducted by Mr. H. H. G. Wilkinson, at Watson 
House, 9-13 Bligh Street, Sydney, under the 





Casual Work for University Students 


The appointments Board of the University 
of Sydney would like to hear from anyone 
who can employ students for part-time work 
following the opening of the academic year 
on 7 March. 

Students are willing to do almost every 
type of work, but they require that the times 
of employment do not clash with their lecture 
time-tables. The majority of students have 
some free time on week days, and all are 
free to work in the evenings and at week- 
ends. Part-time jobs continuing throughout 
the year are keenly sought. In past years 
students have worked as clerks, shop assist- 
ants, cleaners, labourers, gardeners and in 
many other categories. 

During vacations, students are available for 
full-time employment. Dates of the 1960 
Vacations are as follows: May vacation: 15 
May to 5 June; August vacation: 7 August 
lo 4 September; Christmas vacation: students 
are available from 10 December onwards. 

If you could use the services of a student 
Please ring Miss Wroe (MW 1720). 


The Australian Accountant, March, 1960 


name of Messrs. A. B. Wilkinson & Co., has 
been amalgamated with the firm of Messrs. 
Lister, Chester and Barnett. Mr. Wilkinson 
will continue as a principal of the firm at 
the Bligh Street address. 


Messrs. Offner, Hadley & Co., are now con- 
ducting their practice at 10-14 Young Street, 
Sydney. Telephone BU 7641. 


Mr. J. Kemeny, A.A.S.A., is now conduct- 
ing his practice at 305A Pitt Street, Sydney. 
Telephone 26-6792. 


Messrs. A. T. Knight & Co. are now con- 
ducting their practice at Suite 608, 6th Floor, 
Cathcart House, llc Castlereagh Street, Syd- 
ney. Telephone BW 9363. 


Mr. T. B. Butler, F.A.S.A., is now conduct- 
ing his practice at 19 Minnamurra Avenue, 
Pymble, N.S.W. 


Mr. R. H. Hellings, A.A.S.A., has been 
appointed manager of the Tasmanian Division 
of Humes Ltd. 


Mr. A. M. Davies, A.A.S.A., is now con- 
ducting his practice at Royal Chambers, 3 
Castlereagh Street, Sydney. Telephone 28-8660. 


Mr. H. A. Ridhalgh, A.A.S.A., is now con- 
ducting his practice at 39 Martin Place, Syd- 
ney. Telephone BW 1569. 


Mr. R. G. Kirby retired from the firm 
of Messrs. Robert G. Kirby & Co. in October 
last. The firm is now being conducted by 
Jack A. C. Hicks, A.A.S.A., at the same 
address, Hunt Bros. Building, Crofts Avenue, 
Hurstville, N.S.W. 


SOUTH AUSTRALIA 


Annual General Meeting 


The annual general meeting of the Divi- 
sion will be held at the Myer Apollo Dining 
Hall on Friday 18 March. After the formal 
business of the meeting a smoke social will 
be held. 


Activities for 1960 


The Activities Committee of the Divisional 
Council has drawn up an interesting pro- 
gramme for 1960 and a copy has been sent 
to members. The Committee has been able 
to arrange for a visit from Dr. Paul Garner, 
official representative of the American Ac- 
counting Association to the Asian and Pacific 
Accounting Convention which is to be held 
in Melbourne from 4 to 7 April. 


Personal 


Mr. D. P. Williams, F.A.S.A., vice-presi- 
dent of the South Australian Division, has 
been appointed a director of John Martin & 
Co. Ltd. 
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VICTORIA 


Central Library 

Members are reminded that the library 
hours are as follows: Monday, 9 a.m. to 6.30 
p.m.; Tuesday to Friday, 9 a.m. to 5 p.m. The 
late closing on Monday enables those who 
are not in the city during the day to visit 
the library and take advantage of its reference 
and borrowing facilities. 


Personal 

Mr. Geoffrey N. Crawford-Fish who has 
been a member of the staff of Messrs. Young 
and Outhwaite for twelve years has been ad- 
mitted to partnership of that firm of ac- 
countants. 


Mr. D. C. Wilkins, B.Com., A.A.S.A., 
who has been a member of the Melbourne 
office staff of Messrs. Smith Johnson & Co., 
chartered accountants, since 1953, has been 
admitted to partnership with that firm as 
from 1 January. 


BALLARAT BRANCH 
Annual General Meeting 


The seventh annual general meeting of the 
Branch was held on 10 February. Messrs. 
W. A. Aikens, T. E. Barnes and W. S. 
Hooper were re-elected to the Branch Coun- 
cil whilst Mr. N. I. D. Cottee was elected 
in place of Mr. B. H. Floyd, who has retired 
as frequent absences from Ballarat prevent 
him attending meetings of the Branch. Mr. J. 
B. Corbett, A.A.S.A., the retiring auditor was 
re-elected. 


The dinner and social evening which fol- 
lowed the annual meeting at the “Ballarat 
Wattle”, were presided over by Mr. Neil A. 
Crouch, A.A.S.A., chairman of the Branch 
Council. A record number of 51 members 
of the Branch together with representatives of 
the Victorian Divisional Council, Geelong 
Branch and The Australasian Institute of Cost 
Accountants were present, as well as repre- 
sentatives of local municipal, business and 
professional interests. In welcoming the 26 
guests, Mr. Crouch drew attention to the 
varied activities of the Branch during the 
past year. With a membership of 100 as well 
as 50 students, Mr. Crouch felt that even 
better attendances could be expected in 
view of the quality of lectures and demon- 
strations provided for the benefit of those 
associated with the Branch. 


The toast to the Society was proposed by 
Mr. W. H. Heinz, president of the Ballarat 
Law Association, who paid a tribute to the 
voluntary work done for charitable and ser- 
vice organisations in Ballarat and district by 
members of the Society. He complimented the 
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Society on its activities in providing the oppor. 
tunity for accountants to obtain the equivalen 
to post-graduate study so that they wou 
be better equipped to meet the rapid changes 
occurring in the business economy. 


In response, Mr. R. S. Sharp, F.ASA, 
State President, mentioned the greatly ip. 
creased number of group meetings being held 
by members of the Society. A_ gratifying 
feature of this development was the initiative 
of members. After stressing the opportunities 
which would be available at the forthcoming 
Asian and Pacific Accounting Convention, 
Mr. Sharp closed with reference to the work 
which continues to be done by the Divisional 
Council in its efforts to ensure that the State 
Government gives early attention to the regis- 
tration of accountants. Mr. J. N. Moffatt, 
A.A.S.A., chairman of the Geelong Branch 
Council, also responded and expressed ap 
preciation for the work done by the General 
and Divisional Councils and the individual 
members of these bodies in the interest of 
all the members of the Society. 


The guest speaker was Mr. R. E. Morgan, 
managing director of the Roy Morgan Re 
search Centre Pty. Ltd. on the subject of the 
“Gallup Poll”. Mr. Morgan, who is a mem- 
ber of the Melbourne City Council, gave a 
interesting account of the methods used in 
conducting this leading public opinion Poll 
He said that as one of the bases to every 
successful business is accurate budgeting, 
market research facilities would continue to 
be widely utilised. 


The deputy chairman of the Branch Council, 
Mr. R. D. Mosman, A.A.S.A., in proposing 
the toast of the guests thanked the Divisional 
Councillors for their continued encourage 
ment of the Branch activities by their visit 
to Ballarat, giving also a welcome to Mr. 
F. A. Buttner, F.A.S.A., F.C.A.A., as the first 
representative of The Australasian Institute of 
Cost Accountants to visit a Ballarat Branch 
function. Mr. Mosman also thanked the pub 
lishers of the Ballarat “Courier” for their 
continued support of all Branch activities. 


Responses were made by Cr. F. W. Oliver, 
Mayor of the City of Ballarat, and Mr. A 
Walstab. 





OVERSEAS 


Personal 


Mr. D. J. Bedford, A.A.S.A., has been ap 
pointed secretary of Austral Malay Tin Li 
of Taiping, Perak. He was head office a 
countant of the company from January, 195% 
to January 1959 and, prior to becoming sectt 
tary, he had been acting secretary for twelve 
months. 
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Australian Accountants’ 
Students’ Society 


NEW SOUTH WALES 


Less than three years ago, one lecture meet- 
ing a month was held. To meet students’ 
desire for knowledge, last year the committee 
arranged for two lectures monthly. 


Members’ enthusiasm has exceeded expecta- 
tions and fifteen lectures have been set down 
for the period 1 February to 20 April 1960, 
the syllabus covering all subjects for the forth- 
coming examinations. The lecturers possess 
outstanding ability in the respective subjects 
and allow free discussion at the close of the 
addresses, which privilege is much appreciated. 
Attendances are well maintained, much useful 
knowledge is gained and students are well 
rewarded for their presence at the lectures. 


VICTORIA 


New Zealand Accountancy Students Visit 
Melbourne 


A party of twelve members of the New 
Zealand Accountants’ Students’ Society visited 
Melbourne recently. 

Their six day stay began on 30 January 
when they were met at Essendon airport by 
members of the Council of the Victorian Divi- 
sion of the Students’ Society. 

Every effort was made to provide an inter- 
esting programme for the visitors and it in- 
cluded the following: Inspections of the I.C.I. 
Building, the food processing plant of H. J. 
Heinz & Co. Pty. Ltd. at Dandenong, the Gen- 
eral Motors-Holdens Ltd. plant at Fishermen’s 
Bend, the Melbourne Stock Exchange, Channel 
9 T.V. station for the “In Melbourne Tonight” 
programme, the Shell Company’s Refinery at 
Geelong and a performance of “My Fair 
Lady”. 

The visitors were also tendered a late after- 
noon reception in the board room at the 
Society's offices on 4 February. Mr. R. L. 
Williams, president of the Victorian Division 
of the Students’ Society welcomed the visitors 
and during the proceedings Messrs. R. S. 
Sharp (president of the Victorian Division of 
the Australian Society of Accountants) and R. 
0. Thiele (president of the Victorian Division 
of The Australasian Institute of Cost Account- 
ants) also conveyed the greetings of their re- 
spective organisations to the visitors. 

En route by motor coach to Sydney (where 
they stayed five days) the visitors inspected 
Yallourn, the Snowy River Scheme, Canberra, 
Wollongong, the Blue Mountains and the 
Jenolan Caves. 

The New Zealanders were most apprecia- 
lve of the hospitality shown them during 
their stay and they expressed the hope that 
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they would have the opportunity to recipro- 
cate. The suggestion made that such tours 
could become an annual event, has the sup- 
port of the Victorian Students’ Council which 
intends to study the proposition that a tour 
of New Zealand be organised for Victorian 
members of the Students’ Society. Any mem- 
ber interested should contact Mr. J. Foster 
at the offices of the Society. 


QUEENSLAND 
Office-Bearers 


The office-bearers of the Australian Ac- 
countants Students’ Society, Queensland Divi- 
sion for 1960 are:—President: Mr. D. Bentley; 
Vice-president: Mr. D. Mitchell; hon. secre- 
tary: Mr. M. Florschuetz; hon. treasurer: Mr. 
J. Collins. 


Australasian Institute of 
Cost Accountants 


NEW SOUTH WALES 


February Council Meeting 


The N.S.W. president, Mr. H. L. Thomas 
at the February Divisional Council meeting 
warmly welcomed back to the Council Mr. 
H. L. Sainsbury, F.C.A.A. Mr. Sainsbury ex- 
pressed his pleasure at once again being actively 
associated with the N.S.W. Division and looked 
forward to participating in the future develop- 
ment of the Institute. 


Annual Meeting 


Members are reminded that the annual meet- 
ing will this year be held early in April. Full 
details will be advised direct to members by 
the State Registrar. Light refreshments will 
be served at the conclusion of the business 
proceedings. 


1960 Convention 

It is proposed to hold a convention later 
in the year at the Hotel Florida, Terrigal which 
proved such a popular location in 1959. The 
committee is finalising details and the sub- 
ject and proposed dates will be announced 
later. 


Public Relations Committee 


A sub-committee of councillors under the 
chairmanship of the State vice-president, Mr. 
Keith Fleming, is investigating various meth- 
ods of promoting the ideals of the Institute. 


Activities Committee 

The Activities Committee is now planning 
1960 business activities. Following the huge 
success of the one day seminar held late in 
1959 it is anticipated that similar meetings 
will be held this year. 

The Activities Committee is eager to enlist 
the services of members in planning future 
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events. Members willing to assist are advised 
to contact the assistant State Registrar. The 
Committee has the detail work for the second 
annual convention as its major project for 
1960. Full details of subject, venue and prob- 
able speakers are expected to be available 
next month. 


VICTORIA 


Activities Brochure 

An excellent response has been made to 
this year’s activities brochure and it appears 
that the new subjects which have been listed 
for discussion groups and lectures have the 
approval of members. 
March Activity 

An introduction to the practice of opera- 
tions research will be given in a series of 
three discussion groups to be held in the 
Burne Room at 6.30 p.m. on 7, 15 and 21 
March. Members should note the alteration 
in the date from 14 to 15 March. 
Research Controlling Committee 

This committee has now completed its final 
report on the subject of “Cost Reports to 
Lower Level of Management” and it is antici- 
pated that this report will soon be published. 


Members 

A total of 64 new members was admitted 
during 1959. This is the highest number of 
admissions in any one year and has broken 
the record set in the previous year. Member- 
ship in Victoria now totals 964 and for the 
interest of members, a full list will be at- 
tached to this year’s annual report. 

STUDENTS’ SOCIETY 

The inaugural meeting of the society was 
held in the Chamber of Manufactures Board 
Room at 6 p.m. on 9 February, 1959. Mr. 
Ken Cross, who presided, gave an outline of 
the activities which it was proposed to con- 
duct. Four students were nominated to the 
committee and from the enthusiasm evident, 
this group should provide a valuable link 
between students and the Institute. A stimulat- 
ing address was given by Mr. R. O. Thiele 
(State president) on the subject of “The Cost 
Institute and Its Place in The Community”. 


QUEENSLAND 


Luncheon 

“What Does Production Management Ex- 
pect from the Cost Accountant” was discussed 
by Mr. A. P. Crooke at the luncheon discus- 
sion meeting held on 22 February at McDon- 
alds Restaurant in Brisbane. Mr. Crooke is 
a member of the British Institute of Brewing 
and production manager of a large Brisbane 
brewery. He explained to members, the re- 
sults his company had achieved by the use 
of modern production control techniques and 
the application of information on costs to 
increase the overall efficiency of production. 
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ACCOUNTANTS INVENTED 
WRITING 


HE following historical note is con- 
tributed by Mrs. P. Casey, A.A.S.A, 
A.C.A.A. (Prov.), of North Bondi, New 
South Wales. In a covering note Mrs, 


Casey comments as follows. 


“You might be interested in the short item 
attached for inclusion in your magazine, ] 
read it in the book ‘What Happened in History’ 
by Gordon Childe. 


“In a technical magazine it is refreshing to 
read a short item of general interest; the end 
pages of Angus Lancaster were always a 
pleasure. Do you think it would be out of 
place to include a short modern poem of 
Dylan Thomas, Yeats or Walt Whitman? 
Accountants are forced to concentrate such a 
large part of their energies on the material 
aspect of living that they might welcome an 
appeal to their imaginations. The items about 
Malaya and Thailand were very interesting” 


The extract is as follows: 


“About six thousand years ago in 
Mesopotamia the accountants of the Gods had 
a problem. They were organising the building 
of a large temple. The estates of the Gods 
had a large income and there were many 
expenses. There were also jealous auditor 
among the other priests. 


“The problem was how to record the in- 
comings and outgoings in connection with the 
building of the temple in particular. Other 
transactions involving the temple _ estates 
needed to be recorded in some way. 


“At first abbreviated pictures were drawn to 
indicate the meaning. A spouted jar stood for 
an agreed volume: two strokes through the jar 
meant a ‘gur’ of barley and three strokes 
through the jar meant a ‘gur’ of beer. 
Brewers had to record the receipt of barley 
from the granaries and the quantity of drink 
brewed. 


“Fortunately the Sumerians made _ these 
records on clay which was baked and thus 
made indestructible so that the development 
of accounting records and writing can be 
followed. 


“Having devised these signs and their meat- 
ings the Sumerian accountant-priests made 
dictionaries and passed their knowledge on to 
a few selected clerks. This clerical class being 
able to read and write directed the artisans 
and craftsmen. Even so long ago the clerks 
were a privileged class. 


“If it had not been for these early Sumerian 
accountants writing might have been delayed 
and science and literature might have been 
centuries behind their present stage.” 
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PROFESSIONAL NOTICES © te ver tine 5/-: minimum 


ACCOUNTANCY—The internal audit 
department of this group of companies re- 
quires an intermediate to senior auditor to 
take a responsible part in the conduct of the 
audits in the Sydney area. The position is 
an excellent opportunity to gain further ex- 
perience in the industrial sphere covering final 
management accounting figures and consolida- 
tion of group accounts. Rapid expansion of 
this group ensures chances of promotion to 
capable young men. Apply to Internal Auditor, 
Clyde Industries Limited, Box 82 P.O., Edge- 
cliff, N.S.W. 


SENIOR CLERK—Qualified or near-quali- 
fied required by chartered accountant for ex- 
panding practice in Central Western town; 
partnership opportunity for right type of person 
will be available after trial period. Good 
salary, excellent offices, and town has all 
amenities including Olympic Pool, air and 
train services. Reply with copies of references 
and details of experience, marital state, etc., 
to No. 623, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


WANTED qualified accountant to look after 
my practice from 8 May to 30 June 1960. 
Approximately 20 hours per week. Reply to 
No. 621, c/- Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


SOUTH AUSTRALIAN INSTITUTE OF 
TECHNOLOGY 
North Terrace, Adelaide. 
Applications are invited for the position of 
LECTURER 
in the Department of Accountancy 

Applicant should hold a degree or diploma 
in accountancy and be a corporate member 
of an appropriate professional body. Previous 
experience as an accountant is essential. 

Normal salary range: £1690-£1870 p.a., 
commencing according to qualifications and 
experience. The upper limit of salary may be 
extended to £2,050 p.a., for a person holding 
an appropriate Honours Degree or higher 
qualifications. 

The successful applicant may be required 
to lecture and conduct classes in the subjects 
of any section of the course for which he is 
qualified, and to devote the whole of his 
ime to the duties of his office. Some even- 
ing attendance would be required, in which 
case equivalent relief would be allowed during 
the day time. 

The position carries liberal sick leave, and 
superannuation benefits. Assistance will be 
provided for travelling expenses of the success- 
ful applicant and for transport of personal 
ettects. 

Applications with supporting documents 
should reach the Director not later than 
Thursday, 31 March, 1960. 
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per insertion 15/- 


ACCOUNTANT—A vacancy exists on our 
staff for a qualified accountant, aged 25-35 
years. Must have had some years experience in 
a public accountant’s office and be capable of 
conducting audits and taxation work to final- 
isation. Future prospects good. Successful ap- 
plicant may qualify partnership without initial 
capital after twelve months trial. Salary 
£1,750 p.a. Goldberg and Wheeler, Box 131, 
P.O. Bega, N.S.W. 

MANAGING CLERK, qualified or nearly 
qualified, required for an old-established prac- 
tice in the Riverina. Public accountancy ex- 
perience essential and the successful applicant 
must be capable of supervising and controlling 
staff. Generous salary will be paid and there 
are excellent opportunities for an ambitious 
young man to gain advancement and experi- 
ence in all branches of a country practice 
with wide interests. Replies will be treated in 
confidence. Applicants are asked to give age 
and full details of qualifications and experience. 
Replies should be addressed to Messrs. Geoff 
E. Read and Co., Public Accountants, P.O. 
Box 56, Hay, N.S.W. 


INTERMEDIATE CLERK—Chartered ac- 
countant in country town, under 200 miles 
from Sydney, requires a clerk who has com- 
pleted Intermediate Accountancy examina- 
tions. Wide range of experience available and 
prospect of partnership offer on completion 
of final examinations, for suitable applicant. 
Good salary and conditions. Reply with ref- 
erences to No. 624, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


ASSISTANT—Associate in public practice 
requires assistant, just qualified or final year 
student, preferably with some practical ex- 
perience, age group 19-24 years. This position 
in a small, but expanding city office offers 
good prospects for advancement to the right 
man. Replies to No. 615, c/- Australian 
Society of Accountants, 37 Queen Street, Mel- 
bourne. 

AUSTRALIAN VETERINARY ASSOCIA- 
TION proposes to establish a secretariat in 
Sydney and is seeking a young man with 
secretarial and preferably bookkeeping ex- 
perience to assume responsibility for the affairs 
of the Association. Salary will be commen- 
surate with age and experience. Opportunity 
for advancement for the right man. Apply 
in writing with three references to Box 3694, 
G.P.O., Sydney. 

WELL ESTABLISHED city practice invites 
inquiries from members with a view to pur- 
chase of existing practice. Would consider 
arrangement with other practitioner wishing to 
retire over a period. Replies in confidence 
to No. 626, c/- Australian Society of Ac- 
countants, 22 Grenfell Street, Adelaide. 
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PRACTICE FOR SALE. Easily run by 
sole practitioner. N.S.W. coastal town. Gross 
fees £3500. Modern cottage available. Liberal 
terms and finance available. Reply No. 622, 
c/- Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


FOR SALE—Progressive accountancy prac- 
tice for sale in small but prosperous country 
town in N.S.W. Gross fees £8750 and still 
increasing. Furniture and equipment £1500. 
Owner desirous of retiring from practice to 
engage in other activities. If unable to arrange 
outright sale, owner would consider applica- 
tions from prospective purchasers prepared 
to purchase half immediately and the remain- 
ing half within a reasonable period. Reply 
to Box No. 625, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


EXPERIENCED COUNTRY ASSOCIATE 
desires to purchase whole or part practice 
within 50 miles of Melbourne. Reply No. 617, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


PRACTICE or partnership required by Fel- 
low with small clientele, extensive experience, 
all phases of accountancy and taxation. Metro- 
politan area. Replies c/- State Registrar, Aus- 
tralian Society of Accountants, 260 St. George’s 
Terrace, Perth. 


FOR SALE—Country practice. Gross fees, 
approximately £3600, furniture and plant, 
£350. Sale price, £1500. Modern home to 
be sold with practice, £5500. Reply No. 618, 
c/- Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


ACCOUNTANT has spare time available 
three nights a week and week-end, and is 
prepared to assist in keeping books. Reply 
Box No. 619, c/- Australian Society of Ac- 
countants, 37 Queen Street, Melbourne. 


ACCOUNTING AND TAXATION PRAC- 
TICE in developing Queensland country town 
for sale. Furnished office and furnished modern 
residence. No opposition, gross receipts al- 
ready £2000, ample opportunity to increase, 
any reasonable cash or terms offer considered. 
On terms, estimated capital required £1300 
(plus vehicle) terms over fifteen years at bank 
interest. Apply Box 620, c/- Australian Society 
of Accountants, Empire House, Wharf Street, 
Brisbane. 


YOUNG ACCOUNTANT, 20 to 25 years 
required by old-established Melbourne firm 
of chartered accountants for general audit 
work under supervision of partners or senior 
members of staff. This position offers good 
prospects for advancement with variety of 
experience and staff superannuation. Salary 
commensurate with experience and qualifica- 
tions. Apply in writing, with references, to 
Hooke & Graham, 400 Collins Street, Mel- 
bourne. All applications will be treated as 
confidential. 
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AMALGAMATION—Small expanding prac. 
tice of public accountants in Sydney, limited 
by office accommodation, desires to amalga- 
mate with practitioner. Principals only con- 
ferred with. Box 2932, G.P.O. Sydney. 


ASSOCIATE with suite of St. Kilda offices 
desires partnership or working arrangement 
with experienced accountant having some prac- 
tice to introduce into arrangements. Reply No, 
627, c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


WANTED TO PURCHASE.—Practising 
public accountant wishes to purchase practice 
or part-practice in Eastern suburbs of Mel- 
bourne. Reply, “Accountant”, 73 St. Georges 
Crescent, Ashburton, Victoria. 


ACCOUNTANT, small practice, desires 
share office and typing facilities. Space re- 
quired for self and one clerk (male). Reply 
to No. 616, c/- Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


QUALIFIED ACCOUNTANT in Brisbane 
has time available to assist practitioners even- 
ings and week-ends. Reply No. 605, c/- Aus 
tralian Society of Accountants, Wharf Street, 
Empire Building, Brisbane. 


WANTED TO PURCHASE—Practising 
public accountant wishes to purchase practice 
or part-practice in Sydney or Western suburbs. 
Top price paid for suitable audit fees 
UA 1971. 


PUNCH CARD EQUIPMENT FOR SALE. 
Due to changes in statistical accounting sys- 
tems, Powers punch card equipment is sur- 
plus to requirements. Excellent opportunity 
for company desiring to introduce punch card 
machines, or to purchase additional equip- 
ment at reasonable cost. The equipment in- 
cludes:—Two Powers tabulators, five auto- 
matic key punches, three hand punches, two 
Powers sorters, one hand verifier, one auto- 
matic verifier, one sorter table, one 40-drawer 
steel cabinet, one 48-drawer steel cabinet, 
two 96-drawer wooden filing cabinets, Powers 
card racks, steel cupboard and _ connection 
boxes. Any reasonable offer will be con 
sidered. Glazebrooks Paints and Chemicals 
Limited, 269-297 Williamstown Road, Port 
Melbourne. 





Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK", MELB. 


Eric R. Jeffery 


Member of the Stock Exchange of Melbourne. 
STOCK EXCHANGE BUILDINGS 
422, 426 Little Collins Street, Melbourne, C1 


Telephone; MU 9171 (5 lines) 


—— 
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PRESTO-PLIO 
Electric Folding Machine 





Folds — Conveys — Stacks 


120 SHEETS PER MINUTE 


Any Fold... Any Stock . . - Automatically 


Phone or Write... 


LW. BAGLEY PTY. LTD. MACDOUGALLS Pty, Ltd. 

SYDNEY SYDNEY. § MELBOURNE, 

MELBOURNE ADELAIDE, BRISBANE 
AGENTS ALL STATES 


























DATA CONTROL 


(R. J. JELBSART) 
18S KING STREET. MELBOURNE 
MU 7320, MU 7329 


Exclusive Australian Agent for 


CALCULATORS 


Iriden 


“OR SALES AND SERVICE PHONE 


SYDNEY ADELAIDE 
XB 5807 M 8600 


PERTH 
BA 7288 


69-3219 


CANBERRA HOBART 
78-784 2-2688 


1.D.P. EQUIPMENT 


BRISBANE 








se | 
STEEL 


OFFICE EQUIPMENT | =. 


Full range of Standard Sizes 
always in stock, also 


ANY SIZE — 

WT a 

Hade fo Ord ™ 
at SHORT NOTICE 


We are specialists in all types of 
Steel Equipment—let us quote you! 


~ -_— 


g| 5 | ey 






























































Office Equipment division of 


Sole) ra 7-W i eo) t ey 


Note New Address 


S99 LT. COLLINS ST., MELB. Tel. PAPERS 
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The Pentahbet 


ONE 
WRITING 
SYSTEM 
plus 
STANDARD 
FORMS 


FOR— 


Price £12-10-0 


© RECEIPTS — 
DEPOSIT 


© PAY ROLL 
e CHEQUE WRITING 
© DEBTORS OR PURCHASE LEDGERS 


L. W. BAGLEY PTY. LTD. 


245 PACIFIC HIGHWAY, NORTH SYDNEY. 
172 BOUVERIE ST., MELBOURNE, N.3. 


CASHBOOK & BANK 


XB 5948 
FJ 9085 
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ways meri CFL KEYBOARD 
E 
ebETy §6SIMPLIFIED 12 KEY 





either way.. 


ADDO 


is your best buy! 





Look at it either way ... ADDO ADDING MACHINES 
are still the perfect answer for your accounting needs. 
ADDO — renowned world-wide for absolute accuracy, 
featherlight touch and whisper-quiet operation. Chartres 
alone can offer you both keyboard machines with over 
30 models to choose from! Models from £69/10/0. 


FEATURE after FEATURE .. 


@ Capacity from 9,999.19.11 to 


FULL 

KEYBOARD 99,999 999.19.11. 

ADDING . : . 

MACHINE @ Repeat key and keyboard correction. 
@ Non add. 


@ Direct subtraction. 


> 
ba diadtncis sia aetind 


@ Sub-total and total. 
@ Credit balance. 
SIMPLIFIED [2 . ; ; it balance. 
KEY ADDING @ Accumulafing register with credit bala 
MACHINE _ with @ Columnar dissection. 
tee @ Wide carriage models with automatic 
tabulator. 
@ Shuttle carriage giving automatic non-adé 
and amount. 


Also ADDO automatic printing calculators, 
‘plus the popular range of Addo Bookkeeping 
machines. 


can offer you both keyboard machines. 


CHA R TRES ALONE Call or phone your nearest office for a demonstration. 


CHARTRES 


AUSTRALIA 





Prometheus said: 


“This is strictly 
for the birds!” 


A mild comment in the 
circumstances. Chained to a 
rock with vultures pecking at him 
the prospects of a comfortable and 
carelree old age seemed pretty dim. 
>, people arrange with the A.M.P. 
to guarantee that on retirement the money will be there 
to enable them to really enjoy a carefree 


oon , 
The e da , O. COUrSK 


omfortable old age. 
Get your A.M.P. man to tell you about 
group or individual retirement plans. 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 
HEAD OFFICE: 87 PITT STREET, SYDNEY 
GENERAL MANAGER M. C. BUTTFIELD 


Every A.M.P. member enjoys the unquestioned security afforded by funds exceeding £400,000,000 which the Soc iety seeks to invest 


to the greatest benefit to members 


P230D 
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STUDY AIDS 


To assist students in gaining practice in problems which are typical examination 
questions, model answers have been prepared as follows:— E 


Australian Society of Accountants 

The questions with answers as prepared by the College are usually available for 
distribution about four weeks after the examination session closes. The model answerg ” 
to Commercial Law A, Commercial Law B, and Stage 3 Auditing and Business Investigations | 
have been prepared for all examinations since October, 1956. The model answers to all” 
other subjects have been published for all examinations since April, 1954. ; 

Students are advised to buy the Model Answers to the subjects for which they stil] 
must sit so that answers will be at hand for convenient reference when preparing for the™ 
more advanced subjects. Separate model answer-booklets for each examination session) 
<. 5/- each, post free, except Income Tax Answers which are 4/- each, are published ag” 
‘ollows:— 

1, Stage 1 Accounts and Auditing. 5. Income Tax Law and Practice. 

2. Company Law and Company Accounts. 6. Auditing and Business Investigations, 7 

3. Commercial Law ‘‘A’’ and ‘“B”’ 7. Advanced Accounts—Part ‘‘A’”’ 

4. Monetary Theory and Practice. 8. Advanced Accounts—Part “B”’. 


Remittances should accompany orders with exchange added where necessary. 


Australasian Institute of Cost Accountants. 
The College has published Model Answers to the examinations conducted by the) 
Institute in May, 1957; October 1957; May, 1958; October, 1958; May, 1959 and October, 19595 
The five papers for each examination session are bound in one set—price 10/- each 


volume, post free. 
FULL TIME DAY CLASSES 


The A. BE. SPECK CGOMMERCIAL COLLEGE provides properly organised day classes © 
for accountancy students devoting their whole time to study. 7 

The advantages of the full-time course is that the students complete their course much | 
more quickly and with less physical and mental strain than they do when studying part- | 
time and working during the day. Some Australian students complete a substantial part” 
of the accountancy course by studying for 12 or 18 months full-time, and then complete 
the remaining subjeets as part-time evening students. The classes are held between 9.307 
a.m. and 4.45 p.m. daily, Monday to Friday, inclusive. 

These day classes are approved by the Department of Immigration for full-time instruction 
of overseas students who are in Australia with student visas. Persons resident overseas whe | 
desire to come to Melbourne to study for their accountancy degree should write to the ® 
Principal of the College to ascertain if they can be accepted as students, and also to obtail 
more complete information relating to the terms and the conditions applicable to their) 
enrolment. 

Applications must also be made to the local representative of the Australian Governments l 
for information relating to student visas. 

There are two terms each year between each examination period. The next term bestia 
on 6th June, 1960 for the October 1960 examinations. 

The classes in each subject meet once a day on each school day of the week. 


CORRESPONDENCE STUDENTS 

Students who intend to study by Correspondence may enrol at any time. ; 

The non-refundable fee payable for correspondence instruction in the technical subject 
for the three sections of the examinations of the Australian Society of Accountants and 
the Institute of Chartered Accountants in Australia is £65 cash paid at enrolment or £75 
by extended payments, It has always been our policy to charge a fee which, whilst enabling 
us to give excellent service to our students, will still be within the means of the average” 
ambitious student. 

One of the methods by which the College maintains its efficient service at a reasonable 
fee is to dispense with salesmen and outside representatives whose job it would be &@ 
persuade students to enrol. Obviously if such were employed the students would have t& 
pay higher fees to remunerate the salesmen. 

We depend upon the enthusiastic recommendations of our present and past students #7) 
bring new students to the College, and this method has proved eminently successful. 


EVENING CLASSES 


Evening classes for the new term for students preparing for the examinations of the) 
Institute of Chartered Accountants, the Australian Society of Accountants, the Australasiag | 
Institute of Cost Accountants, the Secretarial Reotitnhe and the Institute of Sales 
Business Management, commences on 6th June, 1960. 


Further information relating to our educational service 
gladly given free and without obligation. 


A. E. SPECK Commercial Colleg 


138 FLINDERS STREET, MELBOURNE, C.1 MF 46 
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